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PREFACE

Since the 11Ormalizatio一一O白he Vietnam-US dipIomatic

ties. the economic relations between the tWO COuntries have

been considerably皿PrOVed. Trade and jnvestmen白ose

fast during the period from 1995 to 1997. But since 1998,

(hey have sta一-ted to sIow down dlthough some increase was

recorded. The US did to Vietn。m`山ough not great, has

been resumed and most of i白s under the f‘orm ofnon-gOV-

emmental aid. This situation is greatly different from th鉦

Ofthe 1954-1975 period when in theeconomic ties between

the US and the Govemment ofSouth Vietnam economic aid

WaS Predominant o¥「Cr trade and investmenしI白s also v′ery

much different from that ofthe 1975-1995 period when the

rclations between the two coun廿ies wel-e `半「ozeIl.’’Because

Of the sanctions 。nd emba「go imposed by the US agalnSt

Vietmm, 11O investment, nO trade zlnd almost no aid were

deveioped.

With the purpose of contributing to the promotion o白he

relations between the two countries in general and in the eco-

nomic fields in particular, I have tried to study the economic

relations between the two countries in three maJOr Periods:

the wartime of 1954-1975, the embargo什om 1975 to 1995.
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and the normallZatlOn Of relatlOnS Since 1995. The study

focuses on three areas: trade言nvestment and ald.

Beside the study ln Vietnam, I have spent some time

doing research in the United Sta[eS, and血ough these oppor-

tunities, Valuab!e data have been collec‘ted to add to the mate-

rials available from Vietnam. With these sources of informa-

tion from both the Vietnamese and US sides, I try to make

Sure the results of the research be fair and objectiYe, and

thereby contributing to the better and more balanced under-

Standing on the relationship of thc two countries.

I would like to take this opportunity to express my thanks

to the Vietnam NatlOnal Center of Social SclenCeS and

HumamtleS, the Institute of World Economy, the Fulbright

Senior Scholar Program at the Councll for Intemational

Exchange of Scholars, the US Infomation Agency, the US

]nfomation Service ofthe US Embassy in Vietmm, the Paul

H. NltZe SchooI of Advanced Intemational Studies at the

Johns HopkmS University, Prof. Nguyen Duy Quy, Dr. Vb

Dai Luoc, Prof. Frederick Z. Brown and Ms. Thlele ′丁racy.

for thelr Valuable support Wlth which I have been able to

COmPlete this study.

DO DUc DINH, Ph.D

I周高値Ie `ゾWo′“I`1 EcoI10Illy

NaI10Ila/ CeI!/eI.舟/’So〔’la/ Sc c〃fe∫ Cl/]C/ H〃〃Ia/高e∫

PART ONE

WAR PER看OD

(「 954-「 975)

Documents and writings on the US War in Vietnam dur-

1ng the period of 1954-19751 Particularly those concemmg

po-itics and military affairs, are in plenty, both in English and

Viemamese. Though the writings on economics are not as

many as political and military documents言here ha¥/・e already

been some systematic and in-dep{h studies on this area such

as the book entitled “7高'e/卑One 】乍a/.S〆US Ai`/高

Vietna扉, by Dang Phong (Market and Pl・ice Research

Institute, Hanoi, 1991)、 “FoI・e子細Ai(/, W(7/., “肌1 E`'0′70n証

Dc‘一e/apmen,.. So〃′吊/ie‘′“〃7・ /955-/975,, by Douglas C.

Dacy (University ofTckas at Austin・ 1986)` the Ph.D. thesis

entitled “Det'eIopn!en/ (〆Cal)i[a/isn7 /n /he E`'0′70n?J,のf

So研h VieII7a扉, by Ph.D. Vo Van Sen (Social Science

Institute in Ho Chi Minh City, 1992). The availability ofplen-

tifu圧esources is at the advantage of researchers; however・

since the information of these materials have been co11ected

l



「rom di件erent sourccs of data言he〉′ are m{urally dlfferen上

and that boasts a lot ofdifficulties to the (¥uthor who tries to

find relizlble and consistent information. In orde白O O¥′erCOme

SuCh difficulties言he authorof亜s study is try'ng tO Select the

data and information which WOuld be言n our viev¥′. 111OSt re正

之Ible, COnSistent imd systematic with an aim to ensure血

most o切ective amlysis o白he sut)jec=o be studled.

Chapter l

US ECONOMIC AID, TRADE

AND INVESTMENT TO SOUTH VIETNAM

’rhe studies on the economic relations between the United

States and the Govemment of South Vietnam have so far con-

Centrated mainly on aid. not much on trade and investment,

Or Whenever trade and investment were discussed, they were

usually overlooked" The reason may be the fact US trade with

ilnd investments in South Vietnam during the wartime were

much sma=er compared to aid. However言t would be a short-

COmmg lf trade and investments were not stしIdled, because

the successes and failしIreS Of developlng eCOnOmies, Particu-

larly those in the reglO11 OfEast and South East Asia, Showed

that trade and investments rather than aid were the main

engmeS O同1eir economic growth and industria=zation. Aid,

by its lingulStic meanlng aS Well as in practice, Only plays a

SuPPlementary role, nOt the engme of groWth and industrial-

ization. Large aid may help a govemmen=o get easy rev-

enues and to spend easily言t may also contribute to growth,

but not a sustainable growth, neither development, if there

had not been a st「ong expansion of trade and investment. In

this project, We are trymg tO Study a= of the three areas:

trade言nvestment and aid, With an aim to understand better

3



abou=heir role and impacts on the economy of South

Vietnam during the period of 1954」975, and what effects

they have left, both good and bad, for the later developments

of the reunified Vietnam.

I. ECONOMICAID

l. Amount of aid and its process of p「ovision

George C. Herring, Professor a=he University of

Kentucky, eStimated in his book, =A”,e′・ica,∫ Longe∫"肱r -

/he UI高e(1 S/ate∫ and VieII?am, 1950-1975’’(皿rd edition,

1996) that the price tag ofthe US War in South Vietnam was

about $167 billion (Herring, P.304), in which the ald provid-

ed by the US Government to the South Vietnamese

Govemment from 1955 to 1975 was $25,302 mi=ion. This

amount was divided into two packages, the one for military

PurPOSeS WaS Of $16,762 m皿on, While the other for eco-

nomic purposes was of $8,540 million. The specific alloca-

tion of these packages is demonstrated in Thble l.

Tabiel: US economic and m冊a「y assistance to South

Vietnam by fiscal year, 1955-1975 ($ m冊on)

「iscaI �Ai門 �Pし480 �SVNpia§ter �丁o(aI �M冊a「y �丁otaI 

yea「 ���Subsidy �economicaid �assistance �assistance 

1955 �320.2 �2.2 � �322。4 � �322.4 

1956 �195.7 �14.3 � �210.0 �176-5 �386.5 

1957 �259.4 �22.8 � �282.2 �119.8 �402.0 

1958 �179、4 �9.6 � �189.0 �79.3 �268.3 

1959 �200,9 �6.5 � �207,4 �52.4 �259.8 

1960 �170.6 �11.3 � �181.8 �72.7 �254.5 

1961 �140.5 �11.5 � �152.0 �71.0 �223.0 

4

「iscaI �AiDa �P」480 �SVNpiaster �Total �M冊a「y �丁o(aI 

yea「 ���Subsidy �economicaid �assis(ance �as§istance 

1962 �124.1 �31.9 � �156.0 �237.2 �393.2 

1963 �143.3 �52.6 � �195.9 �275.9 �471.8 

1964 �165.7 �59.1 �5.8 �230.6 �190.9 �421.5 

1965 �225.0 �49.9 �15.4 �290.3 �318.6 �608.9 

1966 �593.5 �143.0 �57.4 �793.9 �686.2 �1,480.1 

1967 �494.4 �73,7 �98.5 �666.6 �662.5 �1.329.1 

1968 �398.2 �138.5 �114.4 �651.1 �1,243.4 �1.894.5 

1969 �314,2 �99.4 �146.9 �560.5 �1,534.0 �2.094.5 

1970 �365.9 �110.8 �178,7 �655.4 �1,577,3 �2.232.7 

1971 �387.7 �188.0 �202.3 �778,0 �1.945.6 �2.723.6 

1972 �386,8 �67.8 �133.1 �587.7 �2,602.6 �3.190.3 

1973 �31ま3 �188.3 �29.5 �531.2 �3,349.4 �3,880.6 

1974 �384.3 �269i9 �3.2 �657.4 �941.9 �1,599.3 

1975 �191.3 �49.6 � �240.9 �625.1 �866.0 

丁otai �5,954イ �1,600.7 �985.2 �8,540,3 �16i762.3 �25,302.6 

気ⅢI∞: Dac男1986, p.200

The table illustrates the aid provided under the US

Foreign Assistance Act which is officia11y considered as eco-

nomic aid. In addition to the aid provided under the Forelgn

Assistance Act, the US Govemment also provided the Saigon

Administration with various amounts of military aid under

the Mutual Security Act which is much larger than economic

aid. Most ofthis kind of aid was used for the war and destruc-

tion purposes as feeding the amy and the police, PurChase of

WeaPOnry, ammunition and military vehicles, SPendings for

the matching and destruction campalgnS and other military

activities. However, When economic aid is taken into consid-

eration言t was impossible to exclude one part of this military

aid which was used for the construction of the works that are

also useful, aSide from military activities, for economic pur-

POSeS SuCh as bridges, rOads, alrPOrtS, SeaPOrtS.・・ The figures
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relating to皿s portion ofaid were not 「ully co一一ected as in庇

CaSe Ofeconomic aid, SOme Ofthem were however also a¥′a正

abIe・ For example・ rOad construction expenditures were $400

m岨on as ofJanuary 197l , harbor and coastal imp「ove111entS

Performed out of US military funds cost about $166 m岨on,

airfield construction costs $190 mi】lion… The sum of the

expenditures for these infrastructures was estimated by Dacy

at $l b岨on. Tb include the aid of$23 m冊on financed by

the Asian Development Bank, the $32l m岨on of non_

American aid during the 1960-1972 period, the above portion

Ofnearly $1 billion US mi!itary aid which was related to eco-

nomic purposes, and the sum of $8,540 million of aid under

the US Foreign Assistance Act reflected above言he totaI eco-

nomic aid provided by the US Govemmerlt tO the

Govemment Of South Vietnam during the period f「om 1954

to 1975 would amoun=o $10 b岨on (Dacy. p. 205).

The above amount of aid for Vietnam was much

than any other aid provided by the United States to a slng-e

COuntry Or territory during the 30 years after [he Second

World War言nc!uding the most friendly developl11g d亜s of

the United States !ike Israe一, South Korea alld Tbiwan. From

the yearof 1953 to 1975・ the 'otaI forelgn aid provided by the

United States was $144,064 m岨on, Out Of which South

Vietnam・ South Korea・ Israel and Taiwan, the four countl-ies

and te血ories most dose to the United Statcs received

$45・237 m冊on. South Vietnam alone took $23,453 million.

more than a half of [he aid to the four mentiolled countrjes

and tenitories’Or l/6 o白he totaI American aid to foreign

COuntries during this period. Out of the $23.453 m冊on

received by the South Vietnamese Governmen白n [his peri-

Od, $7,315 m岨on was economic aid while $16,138 m冊on

6

la「ge「

WaS m冊ary aid. compared to the corresponding figures of

Israel as $l,22l mi=ion and $3,912 mi11ion, South Korea

$5,026 m冊on and $6,39l mi=ion, and Taiwan $l,290 mil-

1ion and $3,943 mi=ion (Dacy, P. 244-245). As faras the eco-

nomic aid a】one is concerned, the South Vietnamese

Govemment received an amount much larger than those of

Taiwan, Israel and South Korea. However, the economy of

South Vietnam up to 1975 could not take off and sti11

remained as one of the poorest economies in the world with

its GDP per caplta lnCOme Ofaround $100, While that ofthe

Other three countries and ten証ories were already raised to

$2,000-3,0(ro. The casc of the South Vietnamese economy

during the 1954-1975 period was a typical example ofthose

economies which could not develop even though they have

got large amount offorelgn aid. including economic aid. The

reasons of this situation wi= be discussed more in detail in

the fo=owlng PartS.

US aid to the South Vietnam usually accounted for about

half of the total aid provided by the United States to South

East Asia and exceeded the amo皿t provided to individual

countries like the Philippines ($1,982 mi=ion in the 1945-

1967 period), Thailand ($l,182 million), Indonesia ($983

mi11ion in the same period) and India ($9.3 billion in 195l-

1970). The amount of US aid"tO So11th Vietnam became even

greater when comparing them to that for the A砧can coun-

tries. In 25 years from 1946 to 1970, the total US aid to a11

A什ican countries were $4.9 b冊on, With an amual average

ofabout over $200 mi11ion or equal to l/5 ofIhe annual aver-

age amount of aid provided by the US Govemmen=o the

South Vietname_Se Government. If the total amount of US aid

to Africa was to be divided to each African country, that

7



amount for each African country became even much sma=eI・

COmPared to the amount extended to the South Vietnamese

Govemment (Phong, D., P. 65),

US aid to the South Vietnamese Govemment was not

evenly distributed from period to period and tended to be

raised in accordance wi血he increasmg tenSion ofthe war in

South Vietnam.

a) rhe period Q/’reconsIruction ond resettleme巧

I954-I960

This was the initial stage when theAmericans had in prac-

tice replaced the French in South Vietnam fo11owing the sign-

1ng Of the Geneva Accord on Vietnam in 1954.嶋king over

South Vietnam from the French, the US Govemment and the

PrO-US Administration of President Ngo Dinh Diem in South

Vietnam had to manage a society and an economy which was

devastatingly ravaged by war since the French time.

Moreover・ they had to receive about 900,000 people immi-

grated from the North in accordance with the Geneva Accord.

Building of a new administration・ rehabilitation of a ravaged

SOCiety and resettlement of nearly one m皿on immigrated

people from the No血who the US and the Diem Regime

Wanted to take advantage of were the top prlOrities of the US

and the Diem Administration at the time. Tb this end, One Of

the key and indispensable tooIs for the US Govemment and

the Diem Administration was aid.

The total aid provided by the US Govemment to the Diem

Administration du「ing the.1954-1960 period was $2 b冊。n.

The amount of aid was high a=he beginnlng years, 1hen

Slightly deciined year after year, and the amual averagc was

8

around $300 mi=ion a year (Phong, D., P. 31). Out ofthe

total amount of aid during this period・ the annual average

economic aid was $220 million. equal to 22% ofthe GNP of

the then South Vietnam’s economy (Dacy, P. 3).

The aid of$93 m冊on during this period was spent in the

firs=wo years on resettlement, after that the resettlement aid

COntinued, but with a much smaller amount. Thanks to these

SPendings on resettlement, the living conditions of the peo-

Ple immlg「ated f「om the No血tO the South were stabilized

and improved, they then tumed to be active supporters ofthe

Ngo Dinh Diem Administration. Most of the remaining aid

WaS uSed for the buiIding of the administration machinery at

a= levels and to import consumer goods wi[h the aims not

Only to stabilize the living conditions of the people but also

to create an art誼cial well-Off society to gain the support of

the public.　　　　　　　　　　　　　/

The situation of South Vietnam was relatively stable dur-

ing this period, the war was not wide spreading, the budget of

the Ngo Dinh Diem Administration was ensured by the

United States, SOme investments in industry were made,

some measures of the land reform which were in the interest

Of a number of peasants were carried out, the growth of mar-

ket prices was not so high thanks to the substantial importa-

tion of consumer goods, foreign direct investments increased,

though not so fast, but doubled compared to the level

acquired during the five fo1lowlng yearS and was higher than

the level of a11 the years after that. Thanks to these favorable

conditions, the GDP of South Vietnam during the 1954-1960

Period grew at the annual rate of5% (Sen, P. 65). It was pos-

Sible to say that during this period, the US Govemment and

9



the Ngo Dinh Diem Adminis(ration had succeeded in realiz-

1ng their intention of gaining the support of the people immi-

grated from the North and a po「tion o白he population of the

South, COnStruCting the administrative machinery, and tem-

POrariIy stabilizing the society and the economy. Only until

few years later, Wha=hey had done during皿s period

appea「ed to 「evea=heir basic shortcomings・ SuCh as the

Administration which was not trusted by the US

Govemment, reSulting in the coup d’etat, and an economy ln

which growth was made without development and consump-

tion exceeded what they had produced. The concept of “a

f伽.ぐ〃mp[ion∴SOfiety’’was since then defined for South

Vietnam, and also from thereon the South Vietnamese

Govemment became more and more dependent on the US

aid, they did not pay attention to the dcvcIopment of the

economy and gradually tumed away from or lgnOred the

WOrd ``development’’because of ``the govemment’s lack of

interest in development’’(Dacy, P. 6) while this was the core

Of the rehabilitation and development process.

b) rhe period qfihe叩ecial war; J961-I964

This was the second period since the replacement of the

French by the United States in South Vietnam, and the first of

the three-Stage Strategy Of “active reaction’’initiated by

General Maxwell嶋ylor in 196=n which three levels of

reaction were defined, Starting from the specia=o the partial

and then the intensive war.

Under the special war, the US Govemmcnt inc「eased its

aid to the South Viemamese Govemment to implemen=he

programs,Of mobilizing the local inhabitants into the strate-

gic hamlets, tO Strengthen the Saigon Army and to consoI主

10

date the administration system at a= levels with an aim to

COunter the ever stronger pressures of the liberation forces,

These p「ograms required la「ge expenditures mainly to serve

the po冊cal and m諏ary purposes, thus the increased amount

Of aid was also mainly military aid which was raised from

$73 m冊on in 1960to$19l mi=ion in 1964, While econom-

ic aid fe11 from an ave「age of$23l m皿on a year in the pre-

Vious six years to $159 million a year in 196l-1964 period

(Dacy, P. 8).

The US Govemment and the Saigon Administration used

these amounts of aid to raise the salary and bonuses to their

Officials, tO increase the number of troops from 223,000 in

1960 to 57l,200 in 1965工O mObilize more and more young

and strong people into the army, tO SPend more money for the

PurChase of ammunition and military equlPmentS, tO Clear

Out the hamlels and shepherd lhe people into suburban areas,

to set up more than 7,500 strategic hamlets in 1963 and to

implemen=he plan to establish more strategic hamlets in

Order to resettle 10 miI喜ion peasants in the South of Vietnam

into such hamlets, aimmg tO SeParate them from the libera-

tion forces under the policy of “plashing water to catch fish’’,

1eading to the situation in which the urban life tumed to be

artificially well-Off relying on American aid, While the coun-

tryside was deserted with agrlCulture deteriorating, PrlCeS

Shot up, budget deficits became evemo「e serious (from l bil-

1ion piasters in 1961 to 12 b皿on piasters in 1964). the local

CurrenCy (the piaster) devalued from 35 to 60 piasters against

a do=ar言he land reform had to be cancelled, the economy

WaS On a downtum with the g「owth rate plummeting to 2.2%

a year, the living conditions of the people were badly aggra-

Vated while the public was getting more dnd mo「e unsatisfied

11



With the Saigon Administration and the United States, the

POlitical situation of South Vietnam dropped into a serious

Crisis leading to the bloodshed collapse of the Ngo Dinh

Diem Administration under the bloody coup d’etat in

November, 1963 in which President Ngo Dinh Diem and his

brother were killed, followmg by five succeeding replace-

hients of govemment in South Vietnam until General Nguyen

Cao Ky became the Prime Minister in June, ]965. ¶ese new

administrations in Saigon and their armies were however not

StrOnger言nstead they became even weaker than the time

When they were under the Ngo Dinh Diem Administration,

meanwhile the liberation forces were getting stronger and

StrOnger and dominated the battlefield in South Vietnam.

Facing such difficulties, US economic aid to South Vietnam

not only fell, but also shifted its priority to an orientation other

than the economic development purpose, that is, tO deviate its

emphasis from the economic development and reconstruction

to the stabilizing campalgnS Or, in other words, tO SerVe the war

(AID, 1976, Pt. A, PP. 10-11). This means that economic aid

WaS uSed as a tool to support the military activities. and where

WOuld this lead the economy of South Vietnam? ¶1e COnCrete

results of this pattem of uslng eCOnOmic aid will be discussed

in the following parts of this study, but right from now we may

easily imaglne that such a result would certainly not be an

economy which was nomally developed.

C) rhe period〆’Jocal waちJ965-I968

負The Special War’’ conducted by the Saigon

Administration and its amy under the command and assis-

tance of the US Govemment failed. The United States had to
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move to the second stage of the active reaction strategy, the
負Local War:’under which the US Govemment directly inter-

vened into the war and sent its troops to figh=he war. This

stage started from March’1965・ When the first US Marines

stepped on the soil of South Vietnam to the General Uprising

and Attack by the people and the amy of the liberation forces

of South Vietnam during the Tるt Festival of the year of 1968

which confimed that the US Amy no matter how large or

crowded they were would not be able to convert the situation

of the battlefield in South Vietnam.

During the previous two stages (the reconstruction and

l.eSettlement of 1954-1960, and the special war of 196l-

1964), the United States did not get invoIved directly into the

war, they only sent their advisors・ both civilian and military・

to south Vietnam. Despite the fact that American advisors

were present at and influenced almost a= the areas・ ministries

and local administrative bodies of South Vietnam such as

legislation, justice, administration, dipIomacy, eCOnOmy・

finance, CurrenCy, trade・ tranSPOrtation, COmmunication・ land

reform, Pr`SOn COnStruCtion・ amy・ inte冊gence service・

police, and others. The number of.American advisors

amounted up to just 3,000 people in 1962, Whereas to the

new stage of the partial war言he number of US troops dis-

patched to South Vietnam increased very fast and in a mas-

sive mamer from 23,000 in 1964 to 543,000 in April, 1969 -

nearly a halfof the tota1 1.3 mi=ion American soldiers based

outside of the United States. Moreover, the US Govemment

and the Saigon Administration intensified their efforts to

force as many as possible the young people of South Vietnam

to join the Saigon Amy, hence doubled this amy to around

l mi11ion strong, nOt yet tO mention of the security forces, the
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Civilian guards and about 60,000 mercenaries from US a=ies.

The fact that such a huge army concentrated on a sma旧err主

tory which was halfof the Earth far away from the United

States and with an area sma11er than halfofthat ofa State of

the United States and a popuIation o=ess than 10 m冊on

PeOPle illustrated the maximum concentration of forces by

the United States that no othe「 limits could be passed ever.

These limits o白he United Sta†es were not only analyzed by

SOme Vietnamese scholars as the late Prof. Dao Vin Tap in

his book entitied　`TI7e VietnaIn WaI・ aI7(1 /he A〃7eI・i(・aI7

E。OnOmy,’’but also recognized by a number of Ame「ican

Officials and scholars such as the former US Fo「eign Minis(e「

Henry Kissinger and Prof. George Hermg. Henry Kisslnger

WrOte, “In the cauldron ofVietnam, America was to leam that

there are limits... that victory in Vietnam - Or eVen a favorable

Settlement - may Simply be beyond the grasp of the world’s

greatest power… In the Vietnam period, America was obliged

to come to grips with its limits. For most of its history,

America’s exceptionalism had proclaimed a moral superiori-

ty which was backed by the nation’s material abundance. But

in Vietnam, America found itself invoIved in a war which

became morally ambiguous, and in which America’s materi-

al superiority was large!y irrelevant’’(Kissinger, PP. 658,

672, 700). George Hening recognized the same limits as he

wrote. ``… the key lessons were that American power had dis-

tinc=imits… In Vietnam・ SuCh tasks ultimately proved

beyond the ability of the United States… Vietnam offers… an

enduring testament to the pitfalls of interventionism and the

limits of power’’ofthe United States (Herring, PP. 310, 314).

Coupled with the expansion ofthe arm forces was the rise

in the war expenditures and aid. The war expenditures dur-
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lIlg mlS Period soared up to ove「 $l(ro b冊on, With a sharp

rise什om $600 m川ion in 1964 to $4.6 b冊on in 1965, $25

billion in 1966, $26 b冊on in 1967. $27 bi11ion in 1968, and

$29 b冊on in 1969. At the peak time ofthe war as in 1968,

the costs ofthe war amounted to $77 mi11ion a day, thus the

SPendings ofjus=en days for the war were equal to the total

amount of economic aid pro、・ided by the US Govemment to

the Saigon Administration during the whole year (Phong, D.,

p・ 46-47)・

AIong w柚the huge expenditures for the war. the United

Slates raised its aid to the Saigon Govemment to about $l.5

billion a year. out of which economic aid was of$700 mi=ion

a year, Pa証cularly in the yea「 of 1966 economic aid rose to

$800 m冊on. This amount of economic aid was rea=y large

and would have beell Very uSefu=o the economy of South

Vietnam if it had been invested into Iong-term developments,

but regretfully it was, due to the war. spent mostly on the

importation of consumer goods and food to meet the requlre-

mentS Ofthe war and to support the budget ofthe Government

Of South Vietnam to feed its huge administrative machine and

army. In addition to the goods imported out ofeconomic aid,

a substantial amount of goods was imported out of the mili-

tary aid and US war expenditurcs through such chamels as
“logistics’’goods, PX (Post Exchange) canteens and others.

The flooding of imported consumer goods boosted‘ On the

one hand, the consumption society with strong demands, Cre-

ated a busy market ofbuyers and se=ers. a boommg market of

a11 kinds of services with the fast g「owth of restaurants,

hotels, banks, night clubs. a number of industries and con-

struction in the service of the daily requlrementS Of the war

including electricity, Water SuPPly, SOft drink, Cigarettes・ becr・
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aIcoho」 While on the other hand, Suffocated many local

industries which had Iow productivity and low rates of profil

or were unable to compete wうth imported goods. even though

those industries were very essential and critica=o m冊ons of

people who made their li¥′ing in agrlCし直u「e and many sma11

and handicraft industries.

The massive penetralion o白he US Amy and the rapid

increase of the Saigon Amy, the flooding of impr〉rted goods・

the high growth ofmoney supply (at an annual average of68%

per year) to pay the salaries of the Saigon Govemment’s

empIoyees and amymen and to provide the spendings of

American soldiers and personne=n South Viemam’the fast

deve喜opments of trade「 Services’banking and other waトrelated

industries, Paricularly the expansion of the black market,

smuggling, SPeCulation and other matte`・S` a= those problems

together with the expIosion o白he war resuIted in the great

mess of disturbzmces in the society and the economy of South

Vietnam and the uncontrollable h〉′perinflation. Just half a year

a宜er the commencement o白he local war or `.the grand war’’,

in Dacy’s words (p. 9)言nfl種tion rose from an averagc ratc of

4% per year during the period previous to 1965 to 20% and

tended to pick up at a gallopl【一g Speed. F‘!Cing such a situation,

the United States had to raise its aid to cover the bしIdget deficits

o白he Saigon Govemment due to their o¥′erSPendings ¥油1e

their tax revenues fell to 7% of GNP and [o balance the high

growth of cash due to the fast increase of money supply.

Inflatioll COntrOI was the top priority in then economic agenda

of the Govemment of South Vietnam during this period. For

this reason, the focus of US economic aid was obliged to

change and tumed to inflation control; it no Ionger concentraト

ed on the task of reconstruction as il had been during the ini-
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tial stage・ nOr On the pacification campalgn Since皿s cam-

palgn “′aS taken over by the US Military Assistance Command

Vietnam (MACV). Tu′O Of the important measures taken the

Govemment of South Vietnam during this period were the

devaluation of the piaster aimlng tO contro=nflation and to

reverse the dedining trend of export` and the 「aislng Of rev-

enues for the budget of the Saigon Administration血ough the

白price compensation fund’’・ Under the devaluation policy, the

o描cial exchange rate of the Saigon,s plaSter fe= from

VNP72ルS$l to VNPI 18仙S$l starti11g 「rom July 1966. These

measures were壷le to help limit the ga=oping rates of inflation

which were r皿nlng at hundreds of pe「cents, but could not help

get rid ofthe high rates of63% a year性n, P. 065)・

The agrlCultural developmen( Of South Vietnam during

this period suffered a serious setback, leading South Vietnam

from a tI.aditional rice exporter・ Which exported 323.000 tons

Of paddy m 1963 alone‘ tO a regular rice importer with

770,000 tons of rice imported in 1967. Under such circum-

stance. the United States dccided not on-y to involve directly

into the war・ bul also to take over from the Saigon

Administrchon the role of carrylng ou=he pacification cam-

Palgn in connection with the agricultural and rural develop-

ment. Hence the pacification program was fomally handed

over to the US Military Assistance command Viemam

(MACV) in May, 1967. 1b ca「ry out its new tasks, the

MACV not only buil=he strategic hamlets and shepherded

the people into those hamlets` but also in(roduced new

Seedlings and technologleS into agr-Cultural production・

OPened schooIs and healthcare stations in rural areas, and

taught new cultivation methods and techniques to the peas-

ants… These measures had developed a new period of active
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and dynamic agricultural developmen白n South Vietnam,

leading to the growth of productivity in those areas where

new seedlings and new technoIogies, Chemical fertilizer and

insecticide were introduced. 1imiting the downtum of agrl-

Cultural production, However、 they were unable to皿‘ke an

uptum in agrlCultural development, the production of 「ice in

South Vietnam had therefore continued to decline with a drop

Of 20% du「ing the period 「「om 1964 to 1968.

Benefited from US aid, War eXPenditures and山e massive

imports of consume「 goods, SOme PeOPIe, Particularly

importers、 Govemment O什icials, the Army’s officers, mer-

Chants, bankers, and dealers of war disposals (including alu-

minum. bronze, Stee=aken什om wasted ammunition, tanks.

ar刷ery. vehicles, and other military equipment) had made a

good fortune, they became rich and man-Pulated the market.

While a=he other extreme言he majority of rural people fe11

into miserable conditions, m冊ons o白hem los=heir homes

and land, and had to leave for the cilies to get their living,

they stayed in urban slums and did whatever they could to

make ends meet. The then society of South Victnam was

strongly divided by two extremes ofthe 「ich and the poor.

4) The period d‘ Vfelnamiza/ion qrthe war, J969・1975

This was the new shift ofthe United States 。fter the attack

a=he Tet (the Lunar New Year) of 1968 by the Liberation

Army and their civilian forces which marked the failure of

thc local war with the maximum involvement of the US

Army. The “Vietnamization of the war’’was the most impor-

tant test o白he Nixon doctrine - a theory that aimed to lessen

the burden of the United States through the “sharing of
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responsibilities’’to the allies of the United States by which

US allies would be self-reSPOnSible for the on-SPOt SeCu「ity

with the material and financial assistances provided by the

United States, Withou=he direct invoIvement by the US

A「my in the war. The Vietnamization of the war in South

Vietnam was aimed to gradually transfer the burden of the

war to the Saigon Amy so tha=he US A「my would be able

to withdraw from South Vietnam, and to compensate for that

the United States increased its aid to the Govemment of

South Vietnam to strengthen its amy, tO OVerCOme the eco-

nomic difficullies, tO Stabilize the society, tO enSure its secu-

rity, and to guarantee the existence of the Saigon Reglme

Within the US orbit. The US Amy s(epped out from land

OPeration, but continued to support爪e Saigon Amy through

their air and naval operations. The Vietnamization of the war

WaS then developed into two distinct periods which were

Characterized by intensification and fading away.

d,1. rhe pe/.io〔l 〔〆高ens雄。aI了o′!

In order to implement the new strategy of

“Vietnamization of the war:’the United StaIes rapidly

increased its aid, both economica=y and militarily, tO the

Saigon Govemment. The amount of aid was raised from $2.1

bi11ion in 1969 to $2.2 b冊on in 1970, $2.7 bi11ion in 1971,

$3,2 b冊on in 1972, then toa record of$3.9 bi11ion in 1973.

The accumulated amount of aid during the five years from

1969 to 1973 was $14 billion, Out Ofwhich over $3 billions

Were eCOnOmic aid. On the average, eaCh year the US

Govemment provided $3 b冊ons of aid to the Saigon

Administration言n which economic aid was $600 m皿on

(Dacy, P. 200).
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The Nguyen Van Thieu Administration used this huge

amount ofaid fi「st ofa旧o build up and consolidate the mil-

itary machine. The permanent number of the Saigon Army

was raised to l.l mi=ion, nOt yet tO mention o白he 120tOOO

policemen, 30,000 pacification members, and 4 mi=ion mili-

tia among whom 600,000 were armed. This showed that a

large part of the labor force of 17 million people of South

Vietnam at that time were recruited for the m串tary purpose,

leaving the rest of old people, WOmen and the children to

serve the economic development.

A substantial amount ofUS aid used by the Nguyen Van

Thieu Administration was not for the purpose of economic

development and the improvement and stabilization of the

living conditions of the poor言nstead it was used for the pur-

pose of ``propertizing o冊cials and amymen’’’that is・ tO give

loans to m=itary o冊cers and soldiers to do business’tO raise

the salaries of Govemment officials and empIoyees. As a

result of this, the base salary of a regular a「myman was

picked up by ten times in ten years, from l・770 piasters in

1964 to 10,200 piasters in 1974. Mo「eove「・ the Nguyen Van

Thieu Govemment used a large part of the $400 m冊on of

aid and national budget allocated for the land refom to pur-

chase land from landlords to provide free of cha「ge to their

o珊cers and soldiers. Under this scheme, the generals were

granted 30 hectares each, COIonels 5 to 6 hectares・ CaPtains 3

to　4　hectares, and soldiers from l to　3　hectares.

Implementing the policy of付propertizing armymen,,・ the US

and the Nguyen Van Thieu Governments crcated many

favorabIe opportunities for the Saigon Amy o鮒ce「s and

their families to do business and become rich" Up to the yeal・

of 1975. about over l/3 of the 42,300 bourgeois in the South
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ofVietnam were the o鮒cials ofthe Saigon Army (Phong, D・,

p. 53)・ The policy satisfied the officials of the Saigon

Administration and the officers of the Saigon Army, but lost

the confidence of the people.

The US and the Nguyen Van Thieu Govemments had

however not been able to use a= ofthe aid to enrich their o鮒-

cials and o冊cers. They were言n face of the extremely eco-

nomic and sooial d冊culties, Obliged to spend some part of

the aid for the reconstruction and development of the econo-

my. From the time ofthe Ngo Dinh Diem Administration to

the period of the員Vietnamization of the war・’’the United

States had severa=imes attempted to refom the South

Vietnqm’s economy followlng the free market orientation・

but they realized that those reforms had been 「ejected repea子

edly by the ``old leadership,’’so this time in order to ensure

the reforms to be implemented, they first tried to make a “

change in economic leadership’’・ hence the new Ieaders were

selected among the American-trained professionals with

high regard for the merits of a什ee ente「prise system (AID

1976, quOted by Dacy, P. 13). With these new, energetic,

young and we= and modemly trained economists invoIving

in the management, the Nguyen Vin Thieu Administration

had ca】正ed out some bold reforms in some areas which had

PreViously not been tackled or not fully done such as the

financial and monetary refoms, the industrial development,

and the land reform.

As far as the financial and monetary refom is concemed,

the Nguyen VAn Thieu Administration replaced the fixed

exchange rate system in which the rate at the time was of

VNPl18仙S$1 by the floating regime under which the cur-
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rent exchange rates were about VNP400 or VNP410 to

US$l言ncreased the bank interest rates言mplemented the

`・austerity tax policy,-, raised the import taxes with an aim to

reduce the “high renトSeeking‘’of the importers, adjusted tar一

冊s, Charged higher taxes on sugar and flour' and reduced the

prlCe Subsidies for gasoline and 「ice…

The Nguyen Vin Thieu Administration also spent a slg-

nificant amount ofaid to invest in industries. During the peri-

od of reconstruction under the Ngo Dinh Diem

Administration言ndustria=nvestments were stressed; then

the aid for the development of this area was gradua=y shift-

ed to the pacification programs・ The Govemment paid little

attention to economic development in general as we= as to

industrial growth in particular. Some processing industries

were developed, however. bu=hey were mainly the results of

the efforts made by private businessmen who took advantage

of the high profits acquired什om山e processing of war dis-

posa-s. Under the Nguyen Vin Thieu Administartion, invest-

ments for industries were raised, leading to the growth ofthe

industria=ndexes from 1954 which reached its peak of 251

points in 1971 (the base was 100 in 1962). During亜s peri-

od, a number o=arge and modern factories were set up.

Indus証a=nvestments in the two years of 1972 and 1973

aIone were equa=o the tota=ndustria=nvestments of the

previous ten years (Sen・ P. 066).

The Nguyen Vin Thieu Administration had better advan-

tages compared to the Ngo Dinh Diem Administration con-

cemlng the land reform thanks to the Iarge amount of US aid

which they would use・ aS mentioned earlier・ tO PurChase land

to provide free ofcharge to their o珊cials・ SOIdiers and peas-
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ants, Whereas under the Ngo Dinh Diem Regime these peo-

ple had to purchase land whenever they needed.

Implementing thi§ POlicy, l.2 m皿on hectares of land had

becn granted to nearly onc m皿on famers, m諏ary o飾cers

and soldiers up to the begiming of 1975 (Dacy, P. 15).

These measures together with a large amount of US aid

though could not help to overcome the severe economic

hardship, tO reduce corruption, §peCulation, renトSeeking

and black-market manipulation, tO lesscn thc increasmg

budget deficits due to large overspendings (which was at

228 b皿on piasters in 1973) (Sen, P. 066), they did in fact

succeed in part to curb the inflation, tO raise the rice pro-

duction from 4.4 mi11ion tons in 1968 to 6.1 million tons in

197l, tO increase the net domestic product by 28% during

the same period, hencc bringlng the economy to ``the most

productive and promlSlng PCriod in South Viemam,s history’’

(Dacy, P. 15).

d.2. r力e period `ゾ布dhog-aW'ay

Right after 1973. US aid to ‘he Saigon Administration

started to decline, in 1974 it dropped by a half to $l.6 b皿on,

then to $866 million in 1975, Thi§ Was the time tha=he

United States found itself unable to continue the war which.

as discussed earlier, eXCeeded many of i’S負Iimitations・’’such

as being too Iong a time, tOO COStly in economic tem・ tOO big

a loss in m諏ary 'eml tOO血stra‘ing and証ed spiritually. It

was no' Only on the stree=ha=he American people protested

agains=he war, but also in the Congress the majority no

Ionger §uPperted the war and asked for ‘he cessa'ion of the

war and the cut of aid to the Nguyen Van Thieu

Adminislra[ion. The American§ by this time ``lhemselves
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Were in ’desperate financial straits’, they saw "O I“eaSOn Io

鋤`・l・砕e fかa gol・eI・n〃m′ IhaI WaS `no1 0n砂`・Orr叩I b〃I

gI・0∬Iy tl,a高所// “n〔I i照が〔・ienI’… [The Americans were] `all

tired of it’… 【and werc] ’§ick to death of it’...’’Senator

Edward Kennedy insisted that it was time to teminate

America’s “endless support for an endle§S War’’(Herring, P.

293, 29事).

It was not until the reduction ofhalfofthe US aid in 1974

compared to the previous year that the economy of South

Vietnam f引=nto depre§Sion, the signs of the depression

already appeared since the years of 1971-1973 when aid was

Sti‖ at its height. The main reason for this was the with-

drawal of the US Amy since 1969 which resulted in the

reduction of a substantial amount of US war expend血res in

South VIetnam, the decline of many industries and serviccs

Which uscd to serve the US Amy and the loss of a large

number ofjobs ofVietnamese who used to work at US agen-

Cies and military bases in South Vietnam. The money uti-

1ized to support the budget of the Saigon Administration

through the purchase of the local currency for the spendings

Of the US Amy decreased from $403 mi‖ion in 197=o

$213 million in 1972, then $100 million in 1973 and 1974

respectively. Import subsidies also felI from an annual aveト

age of$660 mi11ion during the period of 1966-1971 to $616

mi11ion during 1972-1974. The number of jobs of the

Vietnamese who worked at US agencies and military bases

WaS reduced by 150,000, While about 300,000 of indirect

jobs were also Iost (AID 1976, Pt. A, PP. 110, 118, Tbbles l

& 2). 1b include all the other members in the families of

those people who Iost their jobs, the total number of people

Who were affected by the loss of their incomes from the
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work for the Americans was around 750,000 people. As of

September 1973, the number of unempIoyment people rose

to 2 m皿on, 50% of which lived in the Saigon Area, the

number of beggars almost doubled during this period, the

PurChasing power dropped by 50%, PrlCeS increased by hun-

dreds ofpercents. Comparing the prices of 1973 to those of

1972, rice prlCeS increased 100%, Sugar 165%, PetrOI pr章Ce

almost tripled, gaSOline by 6 times, fertilizer’Cement and

fibers prlCeS increased from 100 to 200%. In addition, taXeS

were raised from VNP69 billions in 1969 to VNPlOO bil-

1iops in 1970, and un170 b皿ons in 1971 (Phong, D., P.

57) to cover the budget deficits which was as high as

VNP228 b皿on in 1973 (Sen, P. 066). These factors have

made the current di飾culties to be more severe and led to the

crisis and co11apse during the last one year and four months

of the war when the United States sharply cut its aid, the

main reinforcement of the economy of South Vietnam.

This confims the accuracy of the judgement by Douglas

Dacy that the economy of South Vietnam during the penod

ofthe US War in VIetnam (1954-1975) was an ``ai(/ c’(・OnO一

〃)y’’(Dacy, P. 20-21), i.e. the economy grew when aid was

available, the more aid was p「ovided the faste「 the economy

grew, and the growth petered out when aid was cut.

2. Objectives and uses of aid

少0擁C卸eS

As it was analyzed earlier, the mo「e the war was get血g

fiercer and the deeper the United States was getting entangled

into the war, the more the economit and mi]itary aid was

POu「ed in. And in cont「ast, When the United States wanted to
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drop out and stop lhe war. ils aid wa§ gradually cut unli=t

came to an end. 1mis showed lhat economic aid was not sim-

Ply for the economic purpose, ins(ead il was first ofall for the

militalγ and polilical end§, While the economic objective was

jus=he by-PrOduct of the US economic aid.

Studying the histoIγ Of US aid to the Southeast Asian

nations, Russell H. Fifield wrote in 1963 that `!American eco-

nomic assistance to the countries of Southeast Asia antedates

the Sino-Soviet bloo offensive by several years… The basic

Objectivc of American economic aid in the less developed

COunthes, like those of Southeast Asia, is to help as many of

them as possible in the shortest fea§ible time to develop their

economies so that they can reach the stage of selfLsustained

growth… Under this broad objective US economic aid in

Southeast Asia has a potential for shaping the contours of a

traditional sooiety… Under this basic concept of US econom-

ic assistance two highly significant by-PrOducts emerge,

Often being considered themselves the main objectives. The

first by-PrOduct, the prevention of the expansion of commu-

nism in Southeast Asia言s clearly a matter of great lmPOr-

tance…　Another by-PrOduct of the basic rationale in

American aid to Southeast Asia is the clear-Cut desire to

increase political stability by means of reinfo「cing econolnic

growth...’’(F誼eld, PP. 261-263).

M. DonaId, Director of the US Aid MissIOn tO VIetmm,

reported to the Committee of Forelgn A耽irs of the US

Senate that =Vietnam’s requlrCment O[ a large non-military

aid is aimed to maintain the loglStics system including

bridges, roads, airports, SCaPOrtS needed for the war and to

help a small economy to shoulder a big defeuse budget:,
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(quoted from Dang Phong, P.179, and retranslated from

Vi etnamese).

As it was analyzed by Douglas Dacy・ in its Ttminal

Report which was completed in 1976・ a year after the war

ended, the US AID Mission to South Vietnam revealed that

US economic aid was used as ``one means by which the

United States attempted to achieve a military-geOPOlitical

goal, that of keeping the country in the Westem sphere of

influence,, (Dacy, P. 22). Senator E. Kemedy criticized that
・・the money which should have been used to water a conti-

nent or to build a hospital was spent to force the people to

accept a general or a rotten reglme Which lost their confi-

dence. Our economic aid was not oriented to where it was

most needed and where there was the strongest capacity of

development言t was instead directed toward the areas where

there were the greatest threats of communism. Our aid budg-

et to vietnam is higher than the total accumulated amount of

aid extended to Latin American countries…’’(quoted by

Phong, D., P" 179-1 80, retranSlated from Vietnamese).

The political and military objectives of US economic aid

were thus clear. We may now tum to discuss about the eco-

nomic puIPOSe Of the aid provided by the United States to the

south Vietnamese Govemment. According to Douglas Dacy,

it was because ofthe high concems for the political and mil-

itary objectives of the US economic aid to the South

vietnamese Govemment, the development of the economy

which should have been the main target of the economic aid

was thus tumed to be a secondary objective, Or ``a spillover

effect,, of the economic aid (Dacy, P. 22)・

us economic aid was, aS quOted earlier・ On the one hand

aimed in theory to suppor=he less developed countries to
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reach ``the stage of self-SuStained growth’’. On the other

hand, aS a leading American economist, Mr. Eugene R.

Black, the former Hesident of the Wo「ld Bank, discIosed,

US aid would help US enterprises to obtain “three main

interests’’:

● Creation of stable and direct markets for Ame「ican

goods and services;

● Promotion ofnew overseas markets for US companies;

● Orientation ofthe economies of the aid recIPient coun-

tries into a free enteIPnSe SyStem Where US companies

COuld be able to eⅢich themse量ves (Phong, D., P. 12).

Since US economic aid to South Vietnam was used too

much for its political and military puIPOSeS, the above eco-

nomic o切ectives did not have time to be realized. Through

the 20 years of the US War in Vietnam, US economic aid to

the Saigon Govemment was used for va「ious programs such

as rehabilitation’reSettlement, inflation control, PaCifica‘ion,

and/or economic stabilization, depending on the concrete s正

uation of each period. These programs or aims were very

impr)rtant for the easing o「 solution of the economic di鯖cul-

ties at the time, but they did not help much in the 「ealization

Of the o申jectives for long-tem eCOnOmic developmenし

のPa舵rns and αSeS qfaid

The United States is a developed industrial country where

economic programs・ including aid・ are Often st「ictly imple-

mented in accordance with the seトOut CategO「ies. These caト

egories may be continued or changed depending on provi-

Sions promulgated by the US Congress. There have been in
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the history of US aid to foreign countries two programs of aid

which govemed andhr influenced almost all of the US activ-

ities in providing aid throughout the world・ they include the

Mutual Security Program (MSP) which was passed and

implemented from the end ofthe Second World War to 196l’

and the Act for Intemational DeveIopment which was passed

by the US Congress and put into practice since August 1961

to date (Fifield, PP・ 266-274).

Under the Mutual Security Program, US economic aid

was conducted through six fo11owing categories:

一The D‘ゾ訪se S~仰OrI WaS a kind of economic aid cIose-

1y linked to military activities・ but not included in the

military aid budget. This kind of aid was provided to

countries which signed military agreements with the

United States to enable them to maintain a relatively

large military apparatus without negative eifects on the

political and economic stability of that country Those

countries and territories inあuth East Asia which

received this kind of aid were the Philippines, Thailand

and South Vietnam.

- rhe卸ecial As諦/an・'e WaS the aid provided to countries

which did not receive US defense assistance, but

requested the United States to provide economic aid in

special cases to help them to protect the ``freedom and

stab諏y,, of their sceiety. Buma (now Myanmar) was

the Southeast Asian nation that received this kind of

assistance in 1961.

_ rhe 7b。h扉`・a/ Assis/an`・e Was aimed to help the aid

recibient countries to′ e血ance their technical capacities.
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This kind of aid was announced by Ihesident皿man

and put into practice since 1949. Indonesia, Thailand,

the Philippines and South Vietnam were the countries

and territories which received this assistance.

- The Deve/apmenl Loan凡nJ began its operation since

1957 with the purpose of providing developing coun-

tries with the loans that were not financed by the World

Bank or private companies, SuCh as the loans provided

to build roads in Malaysia.

- rhe Con′ingen`・y F“nd was the loans aimed a=he pre-

Vention of possible contingencies such as the loans to

PrOteCt a COuntry from crisis (the fight against commu-

nist attacks) in Laos in 1959.

- Mis`'eIlaneo〃S P′・Og′t‘肋S Were a Part O白he aid p「o-

grams, they consisted of separate loans with di餓鵬nt

PurIroSeS, for example the anti-malaria loans, Or loans

for purchasing nuclear study equIPmentS and others.

Apart from the above six economic aid categories under

the MutuaI Security Program, the United States also provid-

ed loans as aid during this period through the Import and

Export Bank to Southeast Asian countries to enable them to

PurChase US grain and other food under the Agricultural

T[ade Development and Assistance Program or us public

Law 480. This Program was initially set up to help US com-

Panies to export the extra grain and food which was not able

to be sold in the US domestic market・ then it was developed

into an economic assistance program, ◆`a valuable instru-

ment of foreign economic policy’’of the US Govemment

(Fr粛eld, P. 267),
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During the period of the implementation of the Mutual

Security Program from the fiscal year 1955 to 1959 the

United States Govemment had provided the Southeast Asian

countries with an amount ofeconomic aid of$3,490 mi11ion

(US omcial figures), Of which the assistance provided to the

Saigon Administration accounted for nearly a half and

equaled to $l,216 milllOn (Fifield, P. 267-268).

In August 1961, the US Congress passed a new law called

the Act for Intemational Development. Since then the US

Govemment replaced the MSP by this new Act and started to

implement economic aid programs in accordance with this

Act, Put an end to the period ofaid provision under the for-

mer Mutual Security Program. However, this did not mean

that the US had completely abolished the Mutual Security

Program. Inねot言t continued to carry out several of the old

categories, Of course with a句ustments and amendments to fit

the new Act and the new situation.

In order to execute the requests of the US President, the

aid programs under the new Act paid greater attention to the

long-tem CategOries while reduced short-tem aid which was

provided on a yearly basis. The main categories ofthe assis-

tance provided under the new Act for Intemational

Devdopment included‥

- Dの′e/q,menI Loa那: This category consisted of prqjects

with large capital which were fu11y or in part exempted

from interest rates and were obliged to pay in US dollars

Within a period of50 years.

一Deve/ap〃lenI G′・a妬: The mator part of this category

WaS uSed for the development of human resources
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through educational and technical assistance schemes,

and in some cases it was used for the development of

transportation and communication as we[1 as the build-

ing of ports and roads了

- Deve/q,ment Resear。h was the assistance provided to

study and find proper instruments, meaSureS and tech-

nlqueS for a better and more e鯖ective use of aid to

enable policy makers to have better choices.

- Sm,Orting As読′an。e WaS aimed to meet political and

strategic requlrementS SuCh as supporting defense oper-

ations, maintaining US militaIγ bases and ensurmg eCO〇・

nomic conditions in order to prevent adverse eifects on

the US interests. A large amount of this kind of aid was

used to import consumer goods.

一The Contingen`ly凡nd was aimed, aS mentioned earlier,

to soIve unexpected matters.

- /nterna’ional Organizations was the assistance tha=he

United States provided through the United Nations system

and some other reg10nal and intemational organizations.

- Foodjbr Pea〔・e WaS the aid initially and mainly used by

the US Govemment, aS it was discussed earlier, tO Se11

US extra food to foreign countries. Tb the 1960s, this

Hogram became more important when the United

States started to use it as a part of the implementation of

the “Decade of Development,’’under which the US

Govemment not only stressed‘On the sale of their extra

food as they had often done, but also paid attention to

the support of US private companies in their research

and investmen白n agricultural and food production in

the aid recipient countries.
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一The Pew(・e CoIpS Qf Ameri`・an Vohanteers was also

included in the list of US economic aid categories. This

Corps was entitled to use a part ofthe US economic aid.

It was organized as an agency in the US Department of

State which was managed by an Assistant Secretary. The

members of the Peace Corps were sent to developing

count「ies under many different foms to execute diifer-

ent duties. ¶1e Peace Corps was appreciated as ``a valu-

able human element in the Decade of Development,,

(Fifield, P. 269). In the Southeast Asian Region, the

Peace ,CoIPS Of American Volunteers were present in

countries and te正tories such as the PhilipplneS,

Indonesia, Thailand, Malaysia and South Vietnam.

Tb carry out the Act for Intemational Development’US

Govemment established the US Agency for血temational

Development (US AID) to replace the fomer Intemational

Cooperation Administration in the management of US eco-

nomic aid programs. US AID was set up as an agency ofthe

US Department of State in which a Deputy Secretary of State

was an administrator. USAID had its o飾ces in such regions as

the Far East, South Asia, Africa, Europe, and Latin America・

US AID and the US Department of State did not rm the mili-

tary aid programs because, aS it is stipulated in the血temational

Peace and Security Act, these aid programs were assigned to

the US Department of Defense to manage. However, in its

operation油e US State Department and US AID gave their

direction and supervision on the military programs.

In South Vietnam, the United States established a US AID

Agency to manage US economic aid provided to血e South

Vietnamese Govemment. The aforesaid categories of US aid

were not all applied in South VIetnam" The US economic aid to
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the Saigon Administration was disthbuted皿der four cate-

gories: 1- The Commercial Import Program; 2- The Food for

Peace; 3- The Prqiect Aid Program; and 4- Other Aid Programs

which included the Piaster Subsidy Assistance and Loans

(冊ble 2). Beside economic aid, the United States also provid-

ed some economical-related war expenditures and military aid

which were not皿der the controI of the US AID Agency, but

had certain impacts on the economy of South VIetnam.

TabIe 2: JS economic aid to South Vietnam by prog「am by

fiscai yea「, 1955・1975

Year �AID ����Pし480 

了o(aI �cIp �ProjecIAid �0伽er �TotaI �丁i(Iei �0(he「 

1955 �320.2 �253.7 �7.0 �59.5 �2.2 � �2.2 

1956 �195,7 �174.7 �23.9 �・2.9 �14.3 � �14.3 

1957 �259.4 �210.9 �48.9 �-0.4 �22.8 � �22.8 

1958 �179.4 �151.9 �29.8 �・2.3 �9.6 �4.4 �5.2 

1959 �200.9 �146.4 �42.9 �11.6 �6.5 � �6.5 

1960 �170.5 �135.6 �29.8 �5.1 �11.3 �5.0 �6.3 

1961 �140.5 �111.2 �1十8 �17.5 �11.5 �7.0 �4.5 

1962 �124.1 �94.1 �16.8 �13.2 �31.9 �26.8 �5.1 

1963 �143.3 �95.0 �14.3 �34.0 �52.6 �23.7 �28.9 

1964 �165.7 �113.0 �14_6 �38.1 �59.1 �糾.3 �24,8 

1965 �225.0 �150.0 �23.7 �51.3 �49.9 �41.4 �8i5 

1966 �593.5 �399.3 �82.4 �111i8 �143.0 �98.2 �44.8 

1967 �494.4 �160.0 �321.2 �13,2 �73.7 �73.3 �0.4 

1968 �398.2 �160.1 �232.1 �6,0 �138.5 �96.6 �41.9 

1969 �314.2 �130.0 �169.1 �15.1 �99,4 �60.8 �38.6 

1970 �365.9 �238,5 �122.7 �4.7 �110.8 �75.6 �35.2 

1971 �387.7 �281.0 �103,1 �3.6 �188.0 �164.9 �23.1 

1972 �386.8 �313.0 �73.8 � �67.8 �62.5 �5.3 

1973 �313.4 �226.2 �87.2 � �188.3 �179.0 �9.3 

1974 �3的.3 �332.9 �51.4 � �269.9 �268、9 �1.0 

1975 �191.3 �143.2 �48.1 � �49.6 �45.7 �3.9 

丁o(aI �5.954.4 �4.020.7 �1.554.6 �379.1 �十600.7 �1,267,1 �330.6 

6α仇料’Da切p. 209
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Each of these aid programs was deliberately analyzed by

Prof. Dang Phong in his book entitled “71↓ノenly One years Q/‘

US A/〔I /n Wc’/nan7.’’We are not going to discuss these pro-

grams agam in this study. What we would want to do here is

to place some more stress on a few points conceming the

extent, COntent, Characteristics and foms of the allocation of

each category as well as the total amount ofaid with an aim

to help clarify山e impacts ofUS aid on the economy ofSouth

Vietnam to be studied in the next section.

The first is the Co〃肋硝子aI /mpO/・I Prog′.am Which, aS

PreSented in Table 2, aCCOunted for over half of the total US

economic aid to South Vietnam during the period of 1955置

1975 basing on fiscal years ($4,020 million compared to the

total economic aid of $7,555 mi11ion). Out of the amount of

CIP aid, 90% was used to purchase US goods, Whereas only

10%　was a=owed to import goods from several pro-

American countries and territories which actively supported

the US War in South Vietnam. The CIP was also ca11ed with

two othe「 names: the Commodity Import Program or the

Defense Support Program. These two names clearly reflected

the content and the characteristics of this smgle largest US

economic aid category to South Vietnam: It was firstly used

to import consumer goods which created a corisumptive

lifesty看e in an unde「developed society characte五zed by a

backward agrarian economy Where production had not been

able to afford high demand. Secondly, these goods together

with other kinds ofeconomic aid was used to entice the offi-

cials of thc former Saigon Administration and a small num-

ber of people who follow them in order to tempora11y stabi-

1ize the society, Or aS it was noticed by Dacy, “… it was obvi-

ous that the domina血g motive was to `buy something… SuCh

3S



as the political support” to serve the US military ope「ations

(Dacy, PP. 192-193)"

The second largest US economic aid program to South

Vietnam durlng that penod was the “Foo〔lfdr P`,(/(.C,’’or (he

“Food Aid,’’as it was often called. ¶1e tOtal amOunt Of aid

PrOVided under this Program was $l,600 m皿on during the

fiscal years from 1955 to 1975. This aid was divided into

three titles. The Title I which accounted for four 「ifths (Or

$l,267 mi11ion) ofthe total was used mairlly to import agri-

Cultural products such as rice, dairy, Wheat, Wheat flour, COト

ton and tobacco. The pattem of aid under this Title was sim-

ilar to that o白he Comme「cial Import Ptogram: the Uni(ed

States did not finance the aid in cash, i白nstead coIlVerted the

money into commodities and provided these commOdities

through the Vietnamese importers who sold these commodi-

ties in the South Vietnamese market for plaSterS,血en paid

that money in South Vietnam’s plaSterS tO the CoしInterPart

Funds under the official exchange rates which were often a

halforone thirds lower than the real rates in the market. Most

Of the money o「 the Counterpa「t Funds we「e then t「ansfe町ed

to the budget of the Saigon Administratiorl.皿e importers

benefited main]y from the differences in the exchange rates

and the prices of goods in the ma「ket. ¶le Title lI was called

the “Emergency Aid,, whose cumulated amOunt WaS Of ove「

$100 mi11ion up to 1975. This kind ofaid was provided under

SpeCial circumstances such as the immlg「ation of people

from the North to the Sou(h, the people who faced serious

losses in the war-devastated reglOnS, Who were gathered into

Strategic hamlets, Who fled from rural and war areas into the

Cities, Or Who were damaged by natural disasters… The Title

III was the `’Humanitarian Aid’’which totaled over $lOO mil-
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1ion and was provided to charity organizations and public

associations the majority of which were religious organiza-

tions. The to†al amount ofthe lWO titles II and HI (Ofthe other

CategOry) was of $330 m冊on, aCCOunting for one fifths of

the total Agricultural Product Aid or Food Aid (嶋ble 2).

Considering the nature o白he aid, both the Commercial

ImIrort Program and the Agricultu「al Product Aid were simi-

1ar in the way that they both p「ovided consumer goods and

that up to four鮒hs of the total Agricultural Product Aid

(Title I) was also ofthe commercial nature. As far as the con-

tent of these two kinds of goods was concemed, they were

different: While the forme「 was industrial consumer goods,

the latter was agricu血ral products or, tO be mOre PreCise,

Simply food. Another difference was that one fifths out of the

Food Aid (Title II and III) was used as relief and humanitar-

ian assistances, and not for the commercial purpose.

The third maJOr eCOnOmic ald was the PrQic,(./Aid which

WaS WO血of $1 ,554 m冊on, nearly equal to the Agricultural

Product Aid. This type of aid was r-OI provided through the

CoしInterPart Funds, nOr uSed to supplement budget of the

Saigon Administration, nO「 tO import consumer goods for the

res{lle purpose like that of the Commercia=mpo証ng Aid. It

WaS instead provided directly to the concrete proJeCtS Of

almost all the industries and sectors of the economy and the

SOCial aIld political life言ncluding e‘′en SOme areaS relating to

SeCurity and military activities. There are di任erences among

篤holars conceming 'he classification of these prqleCtS.

B{lSing on the available figures, We found following areas

that received the largest amounts of the Prqject Aid‥ l) The

infrastructures言ncluding t「ansportation, electricity supply,

Water supply, telecommunication, bridges, POrtS and airports,
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(COVered over one third of the total Pr(扉ct Aid); 2) The area

of social development, SOmetimes called =national construc-

tion’’(accounted for nearly one third of the total Prqject Aid),

which focused on such activities as land refom, rural deveト

opment, eStablishment of strateg重C hamlets, Setting-uP Of

unions and mass associations, and白open-amS,, or so看diers

recalling units; 3) Prqjects on culture, education and health

care (accounted for about 20% of the total Ptqject Aid);

4) Prqjects conceming administration which included prqj-

ects on security and military activities such as the supply of

equlPment for polices and "`phoenix,, fo「ces, Or building of

prisons (made up over 10% of the total PrQject Aid); and

5) Technical assistance, Or “mOre eXaCtly’’as Dacy remarked,

WaS the expenses to feed待the very large AID establishment

in Vietnam… OVer 2,000 people associated w皿the AID mis-

sion in the 1967-70 period. Technicians representing almost

every lmaginable activity were present or on cal=o Vietnam.

Agricultural specialists, railway englneerS, labo「 organizers・

financial experts, PrOgrammerS, health and educational per-

somel, POlitical analysts, CenSuS Statisticians・ Public admin-

istrators. and others…　There was hardly a desk in the

Vietnamese govemmen=hat did not have an advisory desk

on the American side’’(Dacy, PP. 196-197)"

Apart from the above three major types of aid, the US

Govemment also provided the Saigon Administ「ation with

other kinds of aid such as piaster subsidy and loan aid.

among which the piaster subsidy was quite large and very

important if it was fully calculated"

The Pias/eI・鋤h∫砂, Ai`l was the amount of dollars that

the US Government paid to the South Vietnamese
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Govemmen=o purchase the local piaste「s unde「 a r)laSte「-

Subsidized exchange rate scheme mainly to be used to pay

the salaries and wages of US civil and military empIoyees

and o珊cers in South Vietnam and to pay the Vietnamese

Who worked at US agencies in South Viemam・ The agency

血t managed this kind ofaid was the US Milita「yAssistallCe

Command (MACV). The more the ope「ations of the United

States in Vietnam increased, the la「ger this kind of aid

became. Acco「ding to the figures∴Shown in嶋ble　=he

amount ofthe Piaste「 Subsidy Aid du「ing [he period of 1955-

1975 was $985 mi11ion・ Bu=hat was not enough. If the

amount of money the United States paid to pu「chilSe the

PlaSterS Were tO be included, the total amount of高piaster

Subsidy’’in b「oade「 sense would be doublc o「 three timcs

larger. Specifica11y, du「ing the ten years of 1964-1974 the

amount paid by United States for piaster purchases totaled

$2,384 million, Out Ofwhich the amounl for each year dur-

ing the period f「om 1966 to 1972 always exceeded $200 mil-

1ion, O「 in 1971 alone, for instance言t reached the highest

level of $403 mi看lion fo「 the purchase of 74 billio11 Piasters

(Dacy, PP.197, 199, 200). Another figし一re WaS found by Dang

Pho【一g. Acco「ding to him, the to'種l amoun‥ha=he US

Govemment changed with the Saigon Administration duri-1g

those yea「s was over $3 b岨on (Phong, P. 152, 160). The

Piaster Subsidy Aid in pa証cular, O「 the total 。mOunt Of US

SPendings on the Saigon plaSte「 Pu「。hase in general had a

gre・t effect on the p「evention ofthe plaSte「 f「om i(S devalu-

ation and significan(l〉′ COnt「ibuted to山e stabilization o白he

ma「ket prlCeS and [he controI of inflation.

The De昭/(叩′7-ow′ Lo“′' F,,’,`/, aS PreSented ea「lier, WaS

O一一e Of the main ca'egories of US economic aid to diffe「ent
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co…(「ies. The US Lo川1 Aid l() South Vietnam was includcd

i一一一hi、 CutegOry, bu- this t〉′r’C O「 ilid周s not developed in

South Vie(n持m due to lhe u皿bility of the Saigon

Admiilist「轟くio’一tO Puy their deb‘s. Thus lhe lot種=oans血(

一he SiligoI- Adm証st「証on bo「「o“′ed f「om lhe Uni(ed StilteS

w心just $lJO m冊o-l, mOS( Of which “′ere r)rOVidcd during

-he ‘“′O PC「iods` 「ir油y d…-i-1g 1957-1960 when the Ngo

Dinh Diem Adminis(「iltion w種s (lSSumed likely to take con-

t「ol of SoしIth Vie(mm illld pr叩il「C.d condi(io冊for its eco-

11Omic recomtruction言1nd sccoJldly du「ing the )′earS Of

1966-1967 when the Uili(ed St種(es m購読ivcly sen=heir

tro叩sto Sou-h Vie'一丁i`m‘ CXr)CCtil-g tO SOOn Put un el-d to thc

war ilnd bc 「ei-d〉′ for the ilT甲Ieme一一t証on o白he Pl種n of

‘‘Pos時′ilr EcoIIOmic Developmc`一t’’de高gned by Lilien血1・

Thoし一gh i- W種S Cil=ed ‘he Lo川FしIlld` mOSt O白he loans were

pro¥′i‘1ed in kil-d` e.g. i一一US commod正es’r油c「 (han i-1

c心h・ Only i‘ Very S皿111 r)ilrt O白he、e l。im、 Wi`S mi‘dc in US

doll冊with i- CO一一di白o-1 1h掴'hC r)甲T`Cn一周s tO be m種dc in

US do岨l「S like lhe lo描l r)l-OVided lo he申(he S高gon

Admini油1(io旧O r)ay lhc fees to_join IMF ($J mi11io-丁)種Ild

seve「こ1l othcr sm種= loamS.

=. FOREIGN TRADE AND INVESTMENT

Advcrse 10 OIle O白hc big les、OnS O同「e 11ewly-illduslrii11-

ized cou11(ries胴d lcr「ilories o「Asiil, O「 the A高In “drilgOllS”.

血白s` ‘he dcvelor)ment Ofexr)。Il uI-d foI.elgn inves{mC一一1血0

‘he c'一gIneS Of high cco'一Omic growth` 'he South Vietl-i‘meSe

Go¥′e「-…e-1- duriI-g ‘he 195+1975 period milde ‘l'一0-hcl・ big

le、、Ol‥油eh impliぐd the str川gle o「 devclor)me一一=h;1章「k=。

'he k嘩e 「eCe申t of aid il一一d the i-1CreilSe O白mrrorl iI- 1he.lelrt一

十0

menl o「CXPOrt a11d FD書. This lesson wi= bc mildc cleilr in the

わ1lowmg匹乱

1. Fo「eign Trade

To ge白l be((erし…de「豊(andi-1g O白he deve!ormerlt Of

fo「elgn trade ofSoしIlh Viclnilm …d it高rilde relatiollS Wilh

lhe U’1ited States during 'he pe「iod o「 I954-1975, i- is

IleCeSSa「)′ fi「ヽt O「種l=0 「e‘′icw lhe US-Soしilh Vic血ImeSe

t「ade relations du「ing 。皿mbe「 o「 〉′eilrS P「lOr tO =la中e「i-

Od. At the time When the Indochinese coし川(rics We「e

ullde「 (he FreIICh control, lr種dc bctw′CCrl Viet皿m imd the

UIliled Stil(CS W:lS高ll `m種=, bし旧eIlded to ri、C' thoしIgll I「Ot

Steadi!y. The w血「e of tradc with lhe Ulliled Stil(e、 ill the

(Otill exporl volume o「 I[ldochilleヽC COuntries v‘冊0「 2.6%

du「ing the 1925-1929 period, thcn d「or)PCd lo 2"3% dur-

ing =le 1930-1934 pe「iod, 11I丁d lilte「 Went ur) tO 6.6クをdur-

1重1g the yea「s o=935-1939. US exr‘OrtS tO Illdochilla dur-

川g those r)e「iods wel.e mailliy co(toIl, PCtI.OIcum r)rOducts,

machinery, ilutOmObiles alld甲l「e PalrtS, meCh川一ic証p「od-

ucts, fibe「s∴∴a書1d textiIes. Most of US imPOrtS from

Indochina were rubber 。lld zillC. For il点間nce. during lhe

r)eriod o=935-1939, the UI-ilcd StilteS Sumlied 279をof

COltol一, 19.1% of petroleum p「oducts, 17.5% of machin-

C「y, 13.4% O「 ilutOmObilcs ill-d甲l「e P乙lrtS tO IlldochiI「i主

While i=mr)0「tCd 38% o† 「ubbcr (92,00(月0∩り…d 3% o「

ZillC f「om I一一dochina (Phollg, D., P. 18-19). SjrlCe証†ake-

OVe「 O白he Frcnch in South VicInam at the middlc o白he

1950s, lhe Ul-ilcd S(種tes hild gl.種duillly attcn申Cd to coI十

(「o=he market o「 SoしI章h VjelllとIm血ough its coIld血)皿I

aid and olhe「 me描u「eS. O’lC O白he typIC{ll exan叩Ies wa、

the ftlCt th:= 「rOm Dccembe「 1961 the US Govcr青lmerl(
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StOr,Ped i書llowlng the Saigon Administr症on to use its aid

to import goods f「om othe「 COunt「ies言nstead it fo「ced the

Saigon Adminis-ra-ion to spend US aid to pu「chase US

goods, thus opening the wi-y fo「 US goods to dominate (he

market of SoしIlh Vietnam. Thble 3 showc'd that US goods

had illCreaSed durillg the period from 1963-1973 and

made up over a hal「 of the total value of forelgn gOOds

expo「ted to South Viet-1am, Or 344 b冊on plこ1SterS COm-

r)ilred lo 306 hi11ion 「服時te「S Of accしImし直Ited import` lo

Soulh Vielnam f「om Jap種n. Hiwan. France, Ita!y and

West Ge「milny・

TabIe 3: South Vietnam’s imports by countrleS and te「「ito「ies,

1963-1973 (m冊on plaste「s)

Yea「 �USA �Japan �丁aiwan �France �ItaIy �Wes( Ge「many 

1963 �3、746 �966 �十311 �1音O99 �225 �250 

1964 �4,420 �1音124 �1,弘0 �637 �296 �293 

1965 �5,667 �11451 �1,646 �420 �251 �284 

1966 �1十681 �4.320 �4,089 �936 �1,207 �732 

1967 �13,936 �11,896 �6.439 �十426 �1,846 �1。233 

1968 �10。890 �11工86 �3-670 �1,625 �十195 �932 

1969 �20.666 �13.485 �4、203 �2.716 �1.888 �十462 

1970 �20,弘9 �7.048 �3,428 �2,772 �776 �1,057 

1971 �28,412 �12,500 �6′667 �5,394 �十713 �3.873 

1972 �96,000 �45.鞠1 �17,083 �16-117 �4.169 �4,258 

-1973 �128,677 �39.483 �14,318 �22.676 �4,531 �5,107 

丁o(aI �糾4.644 �149,000 �64i149 �55.818 �18.097 �19.481 

S加y彫:Phong, D , P 90
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Tabie 4: South Vietnam fo「eign t「ade, 1954-1974 ($ m冊on)

Year �各xpo教s �Im �po青s �I調po巾 �T「ade �Exportsas �Deficjtas 

Priceindex �deficit �PerCentage �Pe「Centage 

(1962=100) ��Ofi調po教s �Ofna(ionaI 肌co同e 

A= jmpo巾 arrivaIs �Comme能iaI impolt a晴れaIs � � � � 

1954 �50.6 �267,0 �235.0 � � � � 

1955 �69.2 �263,2 �231.6 �108 � � � 

1956 �45.1 �217.6 �191.5 �108 �172.5 �21 �18 

1957 �80.5 �288.7 �246.6 �108 �208、2 �28 �20 

1958 �55.2 �232.1 �208.8 �103 �176.9 �24 �16 

1959 �75.1 �224,6 �198.7 �103 �149、5 �33 �13 

1960 �84.5 �240.3 �210.9 �104 �155、8 �35 �13 

1961 �69.8 �259.6 �231.9 �102 �189,8 �27 �16 

1962 �56.0 �275.4 �230.9 �100 �219.4 �20 �18 

1963 �76、7 �315.4 �238.1 �105 �238,7 �24 �19 

1964 �48.5 �326i7 �245.8 �106 �278.2 �15 �20 

1965 �35.5 �387,7 �297.0 �105 �352,2 �9 �23 

1966 �27.6 �607.2 �460.0 �105 �579.6 �5 �36 

1967 �16.4 �744.0 �軸7.4 �106 �727.6 �2 �38 

1968 �11.7 �707.5 �473.9 �107 �695.8 �2 �36 

1969 �11.9 �837.7 �652.5 �112 �825.8 �1 �34 

1970 �1十5 �715」 �502.3 �119 �703.6 �2 �28 

1971 �12.4 �705.0 �598.1 �123 �692.6 �2 �27 

1972 �15.6 �745.6 �571.0 �137 �730.0 �2 �29 

1973 �58.0 �716,3 �562.4 �184 �710.5 �8 �25 

1974 �84.9 �837.0 �659.9 �281 �802.1 �10 �23 

Sα餌場’Dac男pp 83, /06
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Table 4 on the development of forelgn trade of Soし一th

Vietnam during the period of 1954-1974 seemed to be the

mos=ypical picture reflecting the dependence o白he econ-

omy of South Vietnam on US aid. According to this table,

exports of South Vietnam which used to cover a consider-

able part of its imports (about 20 to 30のduring the years

of 1956-1963, had dropped to less than 10% ofimports dur-

1ng the period ofover ten years from 1965 to 1973・ Particu-

1a「ly in the year of 1969 export was equa=o just l% of

import while the rest 99% was covered by US aid. Forelgn

trade defici( Which initially was of about over $1OO million

a year o「 lO% of the nationa=ncome increased to over

$700-800 million a year during the later period and made up

to about one thirds of the nationa=ncome. In 1967 alone,

for instance, forelgn trade deficit accounted for 38% of the

nationa=ncome and this amount was also covered by US

aid. Major exports a11 declined. Rice, for example, WaS One

ofthe main and traditional exports of South Vietnam, Which

was exported 323,000 tons in 1963 wlth a 「etum of$36 mil-

1ion, bu=o 1967 no more rice was exported, and since then

South Vietnam had been tumed to be an importer of rice

with the amount of import in that year was 770,000 tons,

after that increased to over l million tons a year. ▲Another

large export of South Vietnam was rubber whose volume of

export dropped from 83,000 tons in 1959 to 21’000 tons in

1969, then stood a=ha=ow level unti=he early 1970s

(Dacy, PP. 82, 83). While mi11ions of people who produced

exports Iost their jobs, a Small number of importers was

awarded with the vested interests and became very rich.

These importers benefited f「om the formal exchange 「ates

which were often l/3 or 2/3 lower than those ofthe market,
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什om the monopoly in borrowmg mOney from the banks to

finance thei「 imports, f「om the monopoly iri fixing the

prlCeS Of thei「 imported goods・ and other privileges which

helped them to acqulre Very high rates of profit・ nOrma11y

f「om 10 to 30% ofthe C.I.F prlCeS. Each importer made an

annual profit of $102,000 to $153,000. That was the reason

leading to the fast growth of the number of importe「s in

South Vietnam which over-doubled from 777 in 1960 to

l,766 in 1966. The number of import companies also g「ew

from 489 in 1966 to 795 in 1975. The import value

increased mo「e than threefold from $2,376 million during

the period of 1956-1964 to $7,549 million in the years of

1965-4/1975 (Sen, PP. 121, 122, 127).

2, Fo「eign di「ect investment

Realizing the impo「tance of FDI・ Since the 1950s the

Saigon Administration issued several laws and regulations to

attract foreign direct investment such as the Declaration of

May 3, 1957 and the Investment Act No. 02/1963 promul-

gated by the Ngo Dinh Diem Administ「ation and the Act of

O4/1972 by the Nguyen Van皿ieu Administration (Sen・ P.

072). Conceming the relationship with the United States言n

1961 Ngo Dinh Diem slgned the白Trea'y Of Amity and

Economic Liaison,, in which the Ngo Dinh Diem

Administration committed itself to glVe Privileges to US

direct investment through the p「ovision of favorable condi-

tions to their investmen[s in diiferenl eCOnOmic secto「s, in the

purchase of land and materials言n the utilization of public

fac皿ies, the employment of workers・ the repatriation of

their profits to thei「 home country’and in the 「ealization of

their contracts conce皿ng the dis'「ibution of thei「 p「oducts.
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The Ngo Dinh Diem Administ「a(ion also committed no=o

nationalize in the long-tem the investments by US compa-

nies in various economic sectors言n some cases US invesト

ments would not be nationalized for as long as 99 years

(Phong, D., P. 10).

Though there were such laws and regulatlOnS COmmitting

to create favorable condltlOnS for FDI, the volume ofFDI in

South Vietnam during the period of 1954-1975 was quite

Small due to the instablllty ln the political, m111tary and eco-

nomic situation. From 1963 to March 1975 there were 338

forelgn mVeStOrS OPeratlng in South Vietnam With the total

investment capital ofUS$10,626,826 and Ff688,750, muCh

lower than that in鴫iwan, Indonesia and South Korea

(Table 5).

TabIe 5: FD=n South Vietnam and some othe「 count「ies and

te「「ito「jes ($ m冊on)

Countriesorlerritories �1967 �1968 �1969 �1970 �1971 �1972 

SouthVietnam �1.005 �0.032 �0.038 �0.33 �十8 �0.43 

丁ajwan �57 �89.8 �109,4 �138.8 �162.9 �113.4 

indo[eSia �176.2 �232,2 �722.7 �262,1 �398音8 �473.8 

SouthKo「ea �20.1 �27.6 �3仁7 �6T8 �52 �116.6 

功(〃開’Sen, p 210

O白he realized dircct investments made by five largest

investors in South Vietnam up to Ap「i=974, France ranked

the first with 2,446 mi=ion piasters・ fo=owed by the United

Siates ( l,798 mi=ion piaslerS), Japan (l,476 million pias[ers),
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Singapore (l,193 mi11ion piaste「s) and Tbiwan (l ,066 mi=ion

piasters). Some count「ies made large share o白heir invesト

ments in the industriaI sectol- SuCh as Great B「itain 97.29%,

France 70.89%, Japan 53.38%, While the share of US invest-

ments in industries was only 17.90% oftheir total investments

(Sen, Table III: 43, P. 211).

Most of forelgn direct investments in South Vietnam dur-

1ng this period were made in the fom ofjolnt-VentureS. In

spite of the di鮪culties caused by the unstable political’mili-

talγ and economic s血ation which implied high risks, FDI in

South VIetnam during this period acquired very hlgh rates of

profits thanks to the advantages ofthe low labor costs and the

relatively large market, though they were not large in quanti-

ty. The total amount of foreign dlreCt investments in South

Vietnam during the period of 1956-1974 was only US$13

million, While the profits they eamed and transferred to their

home countries were amounted to US$178 mmion, the ratio

was 13 to l, nOt」uSt =four to one,, as it was praised m a

Vietnamese saying (Sen, P. 115 and Table III: 43, P. 211).
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Chapter 2

IMPACTS OF US ECONOMIC AII),

TRADE AND INVESTMENT

ON THE HCONOMY OF SOUTH VIETNAM

I. GROWTH WITHOJT DEVELOPMENT

l. Modest growth

Chapte「 l analyzed a truth that du「ing the period f「om

1955 to 1975, eXPOrt and forelgn di「ec白nveslment, the two

high-grOWth sectors or the engmeS Of growth in many cour一-

t「ies and territories in East and Southeast Asia. had seriously

declincd or very poo「ly developed in South Viemam, Whe「e-

as forelgn aid and imIrort, the tw′O Pa「a高ic secto「s, had

g「own vel・y raPidly in the latte「’s eco1「0my・ Should血t para-

dox be one of the sources cxplaimng the econo1丁1ic situation

OfSouth Vietnam during that pe「iOd as growth without devel○

○pme-1(?

It would be unt「ue and arbitrary to suggest tha=he milSSive

VOlume of US aid and import pou「lng lrltO South Victnam dur-

mg the pe「iod of 1954-1975 did 11Ot b「ing about any positlVe

impact on the South Vietnamese economy a11d society・ IIl fact,

山e large amount of US aid and lmPOrt hild not only milde a
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slgnificant contribution to the curbing of the inflation and the

stabilization ofthe socio-eCOnOmic situation in Sbuth Vietnam

during the period of hardship as it was analyzed earlier, but

also helped raise the income of not a sma= group of people

and maintained a positive growth in almost a= the years du「-

1ng the period, including those yea「s under the fiercest war.

Table 6 indicates that during the years from 1955 to 1974, the

economy of South Vietnam maintained a continuous growth

in tems o白he 1960 constant price (1960 = 100), Or the cu「-

「ent p「lCeS Of the South Vietnam’s plaSterS, Or the exchange

「a[es converted into the US dollars. According to the estima-

一ion by Dacy, during the period of 1956-1974, the an皿al

growth rate of the gross national product (GNP) of SoしIth

Vietnam was about 4%, bu=he amual growth rate ofthe real

Per Ca申a income was reduced to only l.4% due to the high

population growth (Dacy, PP.XVi, 38, 56)・ These figures

Showed that during the period of 1954-1975, the economy of

South Vietnam did grow although with a rate not as high as

that of othe「 economies in the region such as Taiwan’South

Korea, Hong Kong` and Singapore which 「ecorded an a-mual

growth rate ofaround 8 to 10%.

TabIe 6: OfflciaI estimates of g「oss nationaI p「oduct in South

Vietnam, 1955-1974

Year �GNPih �GNPinpiaster �Exchangerate �DoiIarvaIue 
Curlen(Prices �COnStantPriCeS �(PIaSterS �(b剛oh〉 

(1960=100) �Perdoilar) 

1955 �63.6 � �70 �0.91 

1956 �68.7 �65.4 �70 �0.98 

1957 �67.0 �66.5 �70 �0.96 

1958 �71.3 �72.2 �了0 �1.02 
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Year �GNPIn CurrentPrlces �GNPinplaster �Exchangerate �Do=a「value COnstantPrlces �p廃te鴫 �(b剛on) 

〈196咋100) �perdollar) 

1959 �80.1 �79.1 �70 �1.14 

1960 �81.8 �81.8 �70 �1.17 

1961 �84.5 �81.8 �70 �1.21 

1962 �93.8 �88.2 �78 �1.20 

1963 �100.3 �90.5 �78 �1.29 

1964 �114,5 �98、8 �81 �1.36 

1965 �144.8 �108.0 �94 �1.糾 

1966 �236.2 �108.5 �145 �1.63 

1967 �356.7 �110.7 �189 �1.89 

1968 �385.3 �105.8 �201 �1.92 

1969 �557.6 �110.2 �229 �2.44 

1970 �804.4 �117.5 �325 �2.48 

1971 �979.9 �120.7 �388 �2.53 

1972 �1,102.0 �120.4 �439 �2.89 

1973 �1.551iO �120.8 �531 �2.92 

1974 �2,229.0 �121.5 �641 �2.48 

Sα侮場・Dac男pp. 40 and 68

2. Massive fo「eign aid detrimental to domestic savings

In the theories on the market economy, SaVlngS are uSu‾

al-y considered to be the central factor of development or the

englne Of growth. An economy maintainlng high savings

rate nomally registers high growth rate・ but does not always

bring about high deve萱opment if the savmgS WaS nOt gener-

ated mainly什om the development of the economy itself and

the development is not a sustainable one. Savings are made

under different pattems in different economies. In the deveト
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OPed economies, mOSt Ofthe savmgS are nOmally generated

from the intemal economy, thus high savlngS uSually coin-

Cide with high growth o「 high developmen(. Whe「eas言n the

developmg eCOnOmies・ inte「nal savlngS are nO「mally low,

thus・ i白s necessary for these economies. On the one hand,

to boost exports in order to raise the export eamlngS tO Off-

Se=he deficits caused by imports, Or When there is a surplus

in the trade balance言t may be used as a supplemen=o

domestic investment; Otherwise these economies need to be

SuPPlemented by forclgn aid and fo「elgn investment. This

means that for a developed economy, SaVings are mainly

genera†ed from intemal sources; While for a developlng

economy, SaVlngS nOrma=y come from both intemal and

extemal sources. Ofthese two sources, the intemal one often

Plays the decisive role and cons由一teS a long te「m and basic

Significance for the developme=t PrOCeSS aS We= as for the

building of a self-SuStained economy, While the extemal

SOurCe, though very lmPO「tant言s nomally 「egarded as a

SuPPlementary factor which would cont「ibute to the long

tem and dynamic developmen[ as iIl the cases o白he

嶋iwanese and South Korean economies when they made a

good combination of the intemal and extemal sources.

Otherwise they would tum the economy to be heavily

dependent on forelgn aid, Or “`/I=/i`/ c,`・OI?(剃十``, Which

might galn temPOra「y g「OWth, aI-d no=ollg-term develop-

ment, aS it occuITed in the economy of South VietIlam dur-

1ng the period of I954-1975.

Dacy found in her study on the savlngS PrOCeSS O白he

South VietIlameSe eCOnOmy OVer the two decades from 1954

to 1975 tha=he domestic savlngS Of the economy was minus

10%, While the savIngS from forelgn aid was plus 20%, mak-
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ing up the total savings ofplus 10% (Dacy, PP. 125, 128). As

a result o白his figure of plus 10%’the economy of South

Vietnam was maintained at a IroSitive growth during that

period. But the economy was' due to the domestic savlngS Of

minus 10%, always dependent on the American aid・ Without

the capacity of developing an independent, Self-SuStained and

long-tem development economy・ thus when aid ended the

economy fell down.

The comparison between the savmgS in the economy of

South Vietnam and those in other economies will help us to

understand better about the role of the domestic savlngS in

such a developmg eCOnOmy aS that of South Vietnam. As it

WaS mentioned earlier, there were four economies that

received the largest shares ofUS aid during the 1954-1975

period, 1nCluding South Vietnam. South Korea・ rfaiwan’and

Israel. And among them the economy of South Vietnam

en」Oyed the slngle largest share’both economically and mil-

itarily, bu=agglng behind in the development of its econo-

my compared to the three rest economies which grew rap-

idly during担at period. One of the important reasons was

that those血ee economies had efficiently made use of for-

elgn aid. they had not excessively relied on forelgn aid’

instead in conJunCtion wlth the reception of forelgn a書d・

they utilized it as a motive force for the development ofthe

intemal economy and the fomulation and implementation

of development policies. They e鈍cICntly combined the

extemal sources with domestlC OneS, emPhasizing the

importance of forelgn aid along with the increaslng mObi-

1ization of domestic sources through such measures as tax-

ation, bank deposits, and promotion of prlVate investments

in o「der to serve the goal ofdevelopment. Whereas in South
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VIetnam, aS Dacy put it, the Govemment was deeply

trapped in comption and待rent-Seeking・・, Only concentrated

On SqueeZmg mOney Out Of forelgn aid as much as possible

to enrich o飾cials themselves, Paylng nO attention to the

development of the economy and the mobilization of the

domestic sources for development, those policies concem-

mg taXeS, interest rates, industrialization and other related

OneS Were nOt餌1y appreciated. As a result, the domestic

SaVlngS Ofthe South VIetnamese economy was - 1 0% durlng

that period while the corresponding figures for the domestic

SaVlngS Of鴫iwan, South Korea and Israel were from lO to

20% in the same period, and were raised to even higher

rates in the followmg yearS, reaChing as much as 32% in the

CaSe OfTdiwan in the years of 1971-1972 (Dacy, Figure 13-

1’PP" 258-259’Chapter 6 0n SavlngS, and Chapter 8 on

Windfall gains).

3. Abno「maI economic st「uctu「e

In 1977 alandavarkar studied the economies of South

Vietnam・ Thailand, the Philippines, India, South Korea and

Malaysia during the period ofthe late 1960s and found that

the monetary sector had contributed around 88% of South

Vietnam,s income which was equivalent to the shares of

Thailand and the Philippines and higher than that of India,

South Korea・ and Malaysia (quoted from Dacy, P. 90). Such

an eCOnOmy lS Called the ``mone′a′γ e`10nOmy,, which may

be fomulated in a special context when the economy

「eceives a large sum of money in the fom of foreign aid or

monetary business, Or SOme Other similar activities. Since it

is special, that economy lS Very diiferent from the other nor-

mal ones which constitute a relatively balanced and hamo-
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nious development between the production and service sec-

tors, bet“′een the monetary and non-mOnetary OneS. In a

nomal economy there is also special periods in which the

monetary sector booms as it occurred in South Vietnam,

Thailand, and the PhilipplneS during the late 1960s. In

Thailand and the PhilipplneS, however, the non-mOnetary

SeCtOr had later on been developed and fomulated a relative

balance between the two sectors. Whereas in South Vietnam

the non-StOP POurlng Of a large amount of American aid

continued to monetarize the economy and increase the

imports basing on American aid, making a boom in service

sector, developing the consumer goods manufacturing

industries and those that meet the demand of the war and

utilize the war’s waste and discard such as foodstuff, bev-

erages, tObacco, Canned food, COnStruCtion, electrical appli-

ances, SOft plastic, PaPer and paper products, refinery of

aluminum, b「onze, and steel discard from war. Among these

beverages and tobacco industries accounted for 59%; teX-

tile, food processlng, and electrlClty aCCOunt 32%; both

combined 91%, and the remainlng industries made up only

9% of the total value of industrial production (Dacy, P. 44).

On the othe「 hand, the massive provision of aid and the

massive imports based on i=ogether with the monetariza-

tion of the economy had undemined, ruined, and/or

destroyed many economic sectors, including the traditional

industries such as cane-Sugar, Skin taming, WOOdwork, Veg-

etable oil, PaPer POWder, COal, Silk, and others. This situa-

tion was interpreted by Dang Phong as follows: ``… it had

caused as many as ups and downs" It crushed to death the

cotton cultivation, the mulberry planting, and the silkworm

breeding, and nearly to death the sugarcane refinery・ the
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Wickerwork and the other handicrafts. It gave birth to a

Series of processing factories with series of capitalists. It

introduced stalls and shops with fu11 of goods on streets and

markets’’(Phong, D., P. 91)・

The more the monetary economy was developed, the

more the import of goods was raised and the more the serv-

ice sector was swelled up, Which increased from 41・3% of

the real net domestic product in 1960 to 64% in 1972, the

more the proportion of domestic industry was shrank which

dropped from 18.7% to 14.8% in the same period and the

less competitive the domestic industry becz[me, due to its

Iow productivity combined with high workers, wages paid

by foreign aid which were raised to the same level of wages

in Taiwan. As a result, South Vietnam’s indust「ies a=he time

COuld only providejobs to about 2 to 3% ofthe tota1 8 mil-

1ion workforce in the early 1970s while agricultural produc-

tion also shrank seriously, dropping by 18% from 40% to

21.3% in the period from 1960 to 1972 (Dacy, Thble 3.6, P.

60, and pp. 44, 74, 81).

¶1e “aid economy’’not only squeezed the domestic sav-

ings and “defomed the industrial structures’’(Sen, P. 066),

but also led to a serious imbalance of the reg10nal structures.

Rapid urbanization was a prominent fea山re o白he regional

economic development in South Vietnam during the period

of 1954-1975. Almost every economic activity carried out

by the South Vietnamese Administration and the United

States during this period in South Vietnam concentrated in

the urban areas (Saigon, Da Nang, Can Tho), eSPeCia11y the

Saigon-Cho Lon-Gia Dinh ReglOn, tumlng these cities and

towns into unusually fast developed areas・ In 15 yea「s from
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1955 to 1970, this reglOn had been three times enlarged.

After 1965 Saigon had been tumed from a center of trade

and domestic and inte「national transportation into the

Capital of the South Vietnamese Administration. It played

the role not only as a center of administration, POlitics, Cul-

ture of South Vietnam, but also as a center of economic

development which was centralized and urbanized at a dizzi-

1y high speed. The Saigon-Gia Dinh-Bien Hoa area alone

usually accounted for over 90% of the total technical credits

Of the entire South Vietnam, namely 92% versus 8% of all

the remalmng PrOVinces during the period of 1957-1967’

and 97.5% in ]968. Another fact was that 82 out ofthe tota1

152 branches of the 33 commercial banks in the whole of

South Vietnam in 1975 were located in Saigon. The number

Of workers in big enterprises (With over 50 workers each) in

Saigon and its adjacent areas increased five times in ten

years, from 9,262 people in 1960 to 48,715 people in 1970.

The population of Saigon grew from l.5 mi11ion people in

1953 to 3.6 million in 1975 (Sen, PP. 078, 079, 095, 098).

The proportion of urban population in South Vietnam

increased from about 15-20% a=he mid-1950s to over 40%

Ofthe total population ofSoしIth in 1975・ ``…The large growth

in population in the cities camot be attributed entirely to the

nomal process of development and would have posed major

SOCial, eCOnOmic and political problems even if the war had

ended…’’(Dacy, PP. 85-86).

4. Excessive consumption

There often exist simultaneously two economies or “dual

economy,, in most of the developlng COuntries: the modem

and industrial versus the backward and ag「a「ian economy.
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皿e same situation was developed in South Vietnam during

the period of 1954-1975, but with a different type of pattem

where the backward and agrarian economy did not exist

along with a modem and industrial one, because the econo-

my of South Vietnam at that time was not exposed to indu§-

trialization. Instead言n South Vietnam at that time there was

a co-eXistence of a backward and agrarian economy a-1d a

fairly developed consumption and service economy. In a larg-

er and more precise tem, there existed a consumption socie-

ty within a poor, backward and agrarian society. In such a

POOr SOCiety員the real per capita income of each Viemamese

「in the South] was just around US$100… [but] they consumed

about dozens of bi11ions of dollars a year: and by per capita

each Vietnamese (in South Vietnam at that time) consumed

nearly US$2,000 a year… [it was really] “a strange phenom-

enon’’(Phong, D., P. 11).

What products and services did they mainly consume?

The answer is that in the cities they were beer, Wine,

canned food, CarS, multi-StOried houses, all kinds of luxu-

r主s, night clubs, discotheques, etC.; Whlle in the rural

areas, “the brand new products they used… Were nOt… tO

serve the production but they were Honda motobiles’

radios, tranSistor television, bottled beer, SOft drink, fine

clgarette, artificial silk and other expensive products”

(Phong, D., P. 106).

Where did they get those things? The most important sup-

ply was not from their own efforts言t came from the

American aid, because, aS it was analyzed by Dacy, “mOSt Of

the aid was used to stabilize pnces, Which means it was spent

to import consumer goods or materials that contributed to
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domestic production ofconsumer goods’’to fbed such a con-

SumPtion society (Dacy, P. 20).

The mosl damaglng eifects of such kind of aid on con-

SumPtion was that it set up, a Way Oflife in which people con-

Sume mOre than wha( they could p「oduce, a habit to be today

and not for tomorrow. Or as it was noticed by the GeneraI

Directo「 of the Ttchnical and Commercial Company Sofidiv

Lam Van Si, that kind of aid led to “the consumption without

PrOduction’’(quoted from Dang Phong, P. 109). It was that

Ve重●y Way Of life and the habit of easy living generated by

American aid had ki11ed the ideas, the desires and the efforts

aiming to build an independent, Self-「elian口ong tem and

SuStainable economy in South Vietnam. Dacy suggested sev-

era=imes in her resea「ch that such a development should

have been given highe「 consideration or greate「 priorities, but

it was not in the Soulh Vietnam, it was lgnOred and paid liト

tle attention, Or eVen reCeived a ruthless atti(ude, they only

looked for aid and rushed for aid, and that was wha=he

United Slates wanted fo「! (Dacy, PP.XVi, 20, 27, 32-36, 70-7l,

94-97, 239, 244-245, 253-257).

5. UnusuaI social diffe「entiation

The society of South Vietnam du「ing the 1954-1975 peri-

od was differentiated as fo=ows:

- T/うでho柄・geOi証: 42,300 people in 1975 (Phong, D., P. 53).

- Go一・件′肋ow′ en'l,/oy〃?en′‥ l,360,000 people in 1972,

among which山e civil empIoyees were 337,000, the

armed forces strength was l ,023,000 (Dacy, Table 3.3,

p.47)・
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ーWo’’kc,rS: the total number in the pe「iod of 1960-1963

WaS 6,342,000 people, amOng Which agric両urill work-

ers were 5,703,Oco, manufacturmg WOrke「s 124,coO,

COnSt「uCtion workers　50,000, COmmerCe WOrkers

206,000 and Govemment workers 259,000 (Dacy, Table

3・4, p・ 48)・

- VieI′,`‘”’e∫C, oml,/o),ee∫ (’I US (/go肌・ic,∫: 1 42,400 people

in 1969 (Dacy, Table 4.4, P. 84).

-　U”C’〃'l,/oyC,`/: 2 million people in Septembe「 1973

(mong, D・, p. 57).

The above-mentioned figures were not fu=y precise slnCe

they did not come from one source of infomation and were

not co11ected at one time, and some of these figures were

OVerlapped with the others. For instance, Out Of the total

number of42,300 bourgeoisie there were 17,300 people m

the armed forces who could have also been calculated in thc

number ofthe l.360.000 people belongmg tO the category of

Govemment empIoyment, nOt yet tO mention those who were

not counted as m出tary o飾cers, but were llSted as senlOr Om-

Cials ofthe Saigon AdminlStratlOn and Were !nCluded m thc

CategOry Of Govemment empIoyment. Or among the

6,342,000 workers there were 259,000 Govemment WOrkers

Who remained undear whether they were listed in the group

Of Govemment empIoyment or not?

Another figure which would cause overlap is the number

Of 2 m川lOn unemPloyed people announced by SalgOn

Economic MinlSt重γ in September 1973. ThlS figure might

have included the nearly 120,000 people sacked from

American agencies of both civil and millta「y SerVices from
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1969 to 1973 when a large number of American soldiers

Wlthdrew from South Vietnam. According to the statistics at

that tlme, the Vietnamese hlred by American agencies

decreased from 142,400 people in 1969 to 26,7QO in 1973

(Dacy, P. 84). If the overlap is addressed, the figures would

have been more precise, hence the analysis would have been

more practical. However, due to llmitation that no more pre-

Cise figures would have been found, and the overlaps were

Sma= ifcompared to the whole available data. They therefore

WOuld not make a great impact and big change on the assess-

ment ofthe social differentiation in South Vietnam, We think

that these figures are still precious materials to help us to

understand the real and fundamental situation of the society

OfSouth Vietnam during the 1954-1975 period.

The figures mentioned above cover almost the whole

WOrkforce in South Vietnam during that perlOd. These people

were the main sou「ce of life of their fam帖eS. Their incomes

reflected the living standards of diffdent social strata in the

SOCiety of South VIetnam during the 1 954-1 975 period.

And these social strata had been, aS a reSult ofthe changes

m the main WOrkforce, Very deeply diiferentiated, With a big

gap between the high and low incomes, hence leading to a

blg dlfference in the living standards and the social positions

Ofthe people.

Th「ee main kinds of labor groups could be classified as

fo=ows basmg On the above figures:

i. Thc, I・i(・/=/I?(/高e /諦/互・ I・i(・/?: this group included

42,300 capitaIisIs, 97,000 m冊ary o珊cers from the

POSI ofcilPtain and above, basing on the figu「es o白he
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Peak year 「ecorded in 1974 (Phong, D., P. 53),

142,000 employees wo「ked in American agencies

and about 100,000 senior officials out of the tota1

337,000 Govemment empIoyees (these are the round

figu「es basing on a relatively high rate of one senior

Official over血ee Govemment empIoyees)・ ¶1e tOtal

number of this 「ich and the fairly rich group was

381 ,300 people・

ii. rhc, mi(l〔//e (/as∫: this group consisted of l million

Govemment empIoyees and soldiers in Saigon amy

and 6 million workers of a11 kinds from agrlCulture to

industry, trade, and others.

iii. rhc’一‘ne〃,l,/oye`7: there were over 2 m皿on people in

this group.

The income gaps ofthese groups were very big. However,

Since it was unable to collect full and systematic data, We try

here to select and present the typica=igures which would

help the analysis to be reliable. By that way’We found that

Group l included those bourgeois who worked as importers.

And there were, aS mentioned earlier, 1,766 importers in

1966 whose annual average per capita income ranged from

US$102,000 to 152,000. Many generals and hlgh-ranking

military officers and senior officlals of the SalgOn

Administration also gained the same or equivalen=evel of

income. In the context oflow purchasing power and prlCeS Of

the South Vietnamese market at the time, SuCh a hlgh level of

income allowed the people in this group to enJOy a rea=y

prosperous life. Those Vietnamese who worked at the

American agencies were also included in Group l and they

too gained an income which was equlValent to the income of

62

the Saigon Regime’s middle officlals and military men and

about 3 to 4 times higher than the average income of the

empIoyees who did the same jobs in Vietnamese inst血tions.

These people were also fairly wealthy.

¶一e Group 2 was the middle cIass consisting of ordinary

Officials・ SOldiers・ and workers in agrlCultu「e, manufacturing,

trade and other indust「ies. This was the largest g「oup with the

total number consisting of 7 mi11ion people, amOng Which

there were th「ee main categories ofworkers with the fi「st and

biggest one included over 5 million “ag「icultu「al workers’’,

followlng by abou= million soldiers, and about 400 thou-

sand urban workers.

“AgI●i`・l有れ/I・al WOI・ CrJ'’’mentioned here we「e in essence

PeaSantS and farmers. This g「oup was divided into three

Classes: the first was the k一‘/`‘k-bourgeois, Whose number was

no=arge, but they enjoyed a high llVing standard in the 「ural

area; the second was the middle peasants who made up the

largest share ofabout 65 to 77% ofthe total number of高ag「i-

Cultural workers” and held good cultivation ab剛y, Played

the dominant role in agrICultural production and mral a「ea,s

living conditions, amOng these people a small number

enjoyed a fairly we11-Off life (We11-Off middle peasants) while

(he vast majo「ity of the class enjoyed adequate living stan-

dard (nomal middle peasants), and the small remaining

number was in straitened circumstances (POO「 middle peas-

ants). And the third was the hired peasants who we「e landIess

and hired by the others, they lived a poor and unstable life,

皿一ning in sea「ch for food day after day (Se11, PP. 142-153).

The living conditions of the l//.h(lIl "W-kc,r∫ became more

and mo「e difficult, because their wages could not inc「ease to
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match with the high consumer prlCeS, the high inflation and

the fasl growth of u「ban income in general. All lhese led to

(he real decline ofthcirdaily income which dec「eased by half

in comparison with the price of rice during the period from

the late 1950s to the early 1970s, and dropped dramatically

in comparison with all kinds of goods and se「vices∴`There

WaS a COnSide「able deterioration in the living standard of

WOrke「s from the late珊ies to the end ofthe war’’(Dacy, P.

116-120).

There was also a big change in the =ving conditions ofthe

”/・/i…・ According to the survey made in 1972 by the Enemy

Convincmg Department, 31% of the soldiers’families relied

OI- their wages and bonuses as the main source of living; 18%

COnSidered these as important source of living (COVering

around 40-50% of their spending). A compa「ison of the living

conditions of these soldiers’fam串es before and after their

」Omlng the amy showed that 62% of the soldiers found their

lives better since 」Olnlng the amy. while 27% felt the same,

and l l % revealed tha=heir living conditions became worse

(most ofthe people in this group of =% were skil皿I and pro-

fdssioIlal workers who acquired high income when working m

Civil sector before joining the amy) (Phong, D., P. 54). The

SOldiers were noma11y paid relatively high salaries, WageS and

bonus because of the large provision of American aid, but in

retum they had to suffer blo{rdshed and death and, mO「e tragi-

Cally, they we「e kicked aside immediately as American aid

dropped and the war ended, they became the supplements to

the large and massive unempIoyed “troops’’・

The thlrd group included two ml‖ion MC,n'I,Ioyc,`l /,C,q,Ic’

who suifered f「om the hardest and most miserable living con-
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ditions. They could not find enough wo「k to do and we「e

always in straitened circumstances, thus possessed the lowest

POSition in the society.

Such a social structu「e as analyzed about was rea=y

unusual or abnomal雷「stly, the stI-OngeSt and most profes-

Sional workforce did not mVOIve in productlOn, business and

national economlC COnStruCtion. Instead they were tumed to

be mercenaries for forelgn ald unti=he aid provlders got

away they became jobless. Secondly言he society was too

much diff訂entlated that on the one side a sma= number of

PeOPle Iived in luxury whose incomes were many times high-

er than those ofgreat masses ofthe people who on the other

Slde were unempIoyed and lived in se「lOuS POVerty Without

adequate food and cIothing. Such a society could not main-

tain stab11ity and sustainable development.

Nguyen Cao Ky himself had to recognlZe this m 1969

When he said, “We (South Vietnam) are an agrarlan nation,

but we cannot build a fertilizer factory while we have to

import vehicles, televisions and perfume. In sum, Wlthin the

Current SOCio-eCOnOmlC framework of [South] Vletnam, there

Were Only a small number of people that benefited from

American aid while most ofthe others st1= suf掩red from the

Very low and underdeveloped economlC COnditions, and

there are currently no fundamental theories or po=cies WhlCh

WOuld be the posslble or feasible foundatlOnS for the natlOn-

al economic deve!opment’’(quoted from Phong, D.. p. 109).

6. Sho巾term economic policies

So far we have been relatively clea「 abou=he main

SOCial and economic policies which had been impIemented
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by the US Govemment and the Saigon Administration in

South Vietnam du「ing the period of 1954-1975, illCluding

POlic‘ies on aid, trこlde言11VeStmen[, SaVlngS, industries, agrl-

Cultu「e, fo「elgn trade, COnSumPtion言ncome dist「ibution,

SeCtOral economic s血Ctu「e, reglOnal structし1re, and others.

In this section, We Wi11 discuss further abou[ several issues

rega「ding the moneta「y and financial policies and the

indust「ialization strategleS aS We11 as the ideas of the deci-

台on imd policy make「s and economic strateglStS in South

Vietnam during this period.

The first issue to be discussed here lS the hl/(/g許The

Sdigon Administ「ation fomulated their budget based on

three main sou「ces: domestic reve皿es (mostly from taxes);

money supply to balance the deficits; and foreign aid. The

tota=axes co=ected by the Saigon Administ「ation were about

7.3% of its GNP in 1956. Then the increaslng American aid

「educed lhe im叩「taT-Ce Oftaxes, 1eading to the dedir-e Of the

shilre Oftaxes to5.6% ofGNPin 197l. Since 1969 the Uniled

States had gradua=y withdrawn ils troops from Vietnam, and

as a result. US aid to 5buth Vietnam also gradually been

「educed, fo「cing the Govemment of South Vietnam to refom

its tax system. Thus a number o白ax refom measures were

introduced which helped 「aising the value o白ax co=ection to

6.7% ofthe South Vietnamese GNP in 1972, then 10.9% in

1973, and　廿3% in 1974. Regarding the ci「c.ulation of

money, du「ing the peak years, the Saigo章1 Admi章1istration had

P「lnted over 100 bi=ion p-aSte「S, bu=he budget deficits in

those yeこ1「S had reached ove「 200 b皿on piaste「s (Particula「-

1y i-1 1973 the budget deficit was 228 bi=ion pl種SterS)言1nd

(he United St種tes had bought mo「e than h描o白hat amount

Of money supr)ly to spend for thei「 activities in South
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Vietnam. Beside the above two sources of revenue, the 「est of

the Saigon Administration,s budget was provided by the

American aid which, aS it was revealed by a survey ofthe US

House of Representatives, COVered both directly and indirecト

Iy a=east　80%　of the to'al budget of the Saigon

Administration during those years (US House, 197l, P. 6).

(Dacy suggested tha=his figure was high and she p「oposed a

lower figure which might be higher o「 lower from year to

year・ but nomally was about 50% of the total budget of the

Saigon Administration - Dacy, P, 225). Conceming budget

expenditu「es, the “Govemment [of Saigon] spent from 80 to

90% of its receipts on direct wages and comperlSation of gov-

emment empIoyees, including amed forces; thus, Virtually

all value added in the govemment sector was due to the serv-

ices ofpeople’’(Dacy, P. 45).

In sum, the Saigon Administration,s budget was fomulat-

ed basing mainly on American aid; and most of it was spent

for the administration apparatus and Saigon amy; both budg-

et revenues and expenditures were not or almost not attached

to economic development.

The cJr‘hange ra′c, POli('ie∫ annOunCed by Saigon

Govemment were considered as flexible ones, but in practice

Since the middle of 1950s to 1972 they had been developed

as those ofa dual foreign exchange market in which the fixed

exchange rates of the fomal market had nomally been high-

e「 than the rates in the待black market,, from two to three

times. From the year of 1972 they tumed to implement the

floating rate policy. Under the policies of dual forelgn

exchange markets during the period of 1954-1972, the

Saigon Administration had adjusted the fomal 「ates two
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times: the firsI was in 1955 when the formal rate was fixed at

35 piaslers per US$l while on the “black market’宜had been

90 piastersルS$l. During the years after that, the exchange

rates on “black market’’had been sharply and continuously

Changed with the increasing depreciation of the local cu町en-

Cy. Up to 1972, the rate on the “black market’’was 180

Piaste「s per US$ l , and by then the Saigon Administration had

to devalue the piaster and fixed the fomal rate a=80

Piaste「s仙S$l. In 1972, the exchange rate on the “black maト

ket’’dropped to about 400 piasters per US$l. The situation

became worse and worse when the American troops with-

d「ew and, aS a reSult, the Saigon Govemment’s revenues in

foreign currency had been continuously decreased, and

because of that言t was impossible to continue the fixed

exchange rates or even the dual exchange rate policies. It

then had to announce to floaling ofthe piaster. With this new

measure, from 1972　to 1974, eVery year the Saigon

Administration was able to purchase十lund「eds of m冊ons of

US do11ars from the “black market’’to compensate a part of

the loss offoreign exchange due to the drop ofAmerican aid.

Dacy wrote followlng WOrds when she evaluated the foreign

exchange rate palicy of the Saigon Administration: “For most

Of the pe「iod [1955-1975】, the foreign exchange rate policy

Of the Vietnamese govemment was calculated to maximize

U.S aid. This policy encouraged import and discouraged

export, 」uSt aS it stifled industrial and agrlCultural develop-

ment‘’(Dacy, P. 85).

It was not better when we analyzed ′hc' in′e’.es朽・“′り,0/子

`.y Of the Saigon Administration. Th「oughout the whole peri-

od of 1967-1974, the time that the statistics on lhis issue was

rela’iveIy well recorded, the interest rates in the economy of
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South Vietnam was always negative which varied from minus

20 to minus 30%, OreVen minus 48 and minus 46% in the

two years of 1968 and 1974, eXCePt the year of 1972 when

the interest was pIus 2%. For example, by the end ofthe yea「

Of 1970, the inflation rate was 30% while bank interest rate

WaS Only from 8 to 12%・ Or du「ing 1960s, the 「ates at the

COmmerCial banks were from 3 [o 4% comPared with 48 to

120% a=he待black market,,・珊at was the main reason why

the people did not wan=o deposit their money a=he banks.

Instead・ they invested in real estates or bought gold and high

Valuable assets to restore. The private savlngS rateS Were,

the「efore, Only from 2 to 5% ofthe GNP in almost eveIγ year

during the whole studied period, eXCePt for the two yea「s of

1965 and 1966 when the interest rates exceeded 10%, Or

reached 12.9% and 12,5% 「espectively (Dacy, P. 128-129,

138-139). SmalI savings led to small accumulation, hence

Small investment that was the reasonable loglC Of the non-

development situation.

The slngle largest cause ofall the above-mentioned eco-

nomic weaknesses was (he /(/(・k〆l (/ JOl//互I・c’(//i高く・ uI7(/

Iong一[e′・m c`・OnO”,i`・ pO/i`・y O「 a Clear, feasibIe, and long-

tem industrialization strategy・ =Although indust「ial devel-

OPment had been an urgent demand and a bluep「in{ which

had been prqjected since the ea「ly yea「s when the Americans

Came tO South Vietnam and 「eplaced the French, it was until

the ea「ly 1970s that such an industrialization policy was sti=

in the p「ocess of searching and corttinuous experiment,,

(鍵n, p. 073).

At the beglnnlng Ofthe 1970s, the leaders ofthe Saigon

Administration had gradually realized the fact that: “When
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the Americans withdrew, We WOuld retum to harsh reality’’

(quoted from Phong, D., P. 109). Since then, they them-

Selves had to struggle “′ith their lives in an economy

abounded with many difficulties such as the lack of food

and cIothing. the shortage of revenues compared to expen-

ditures, the large unempIoyment of mi‖ions of peop]e who

lived in extraordinary poverty and hardship. All of these

POSed a heavy pressure on the society and forced the

Administration to search for a way out. They looked around

and foraged for the maglC Wands, knowledge, and experi-

ences in economic development from the whole period of

the past 20 years. They could not find any kind of maglC

Which would help recover the∴eCOnOmy and replace the

American aid, because they themselves and the US

Govemment as well until then had not paid proper attention

to economic development, Or in Dacy’s words, “industriaト

ization was not high on the prlOrity list of Vietnamese and

American o飾cials’’(Dacy, P. 94). All of these people had

been “gone with the wind,’’or with the whirlwind of aid

and imported goods without considering the fact that mas-

Sive import would damage domestic production, Strangle

domestic industries and agrlCulture, and even exports,

While blowing up the service bubble ti= the time there had

bcen no more air so that the bubble tumed flat, thus fol-

lowlng by a flat economy. Those Vietnamese leaders

became disappolnted. They did not know how to do and fell

in stalemate. They then tumed to criticize the United States.

According to them, “the difficult thing in VIetnam was that

there had been no economic issue that was tru】y economic.

Almost every thing had been dependent on forelgn aid, Or

On the American aid. But American aid was very selfish.
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The Americans would give us as much fish as possible to

feed us, but they never gave us the fishing rod nor taught us

how to fish’’(quoted from Phong, D., P. 109). Tb the end言n

order to create favorable conditions for a safe withdrawal of

American troops, tO insplre the Saigon Administration and

to compensate the gradual aid cut, the United States had in

1969 to bring out a fishing rod, namely, tO introduce the

Postwar Development Plan which implied a new economic

POlicy: that of export orientation. It was expected in the

Plan to raise the total investment of the South Vietnamese

economy to 600 bi11ion piasters (US$5.08 b皿on) in ten

years, tO increase the export value to US$1 b皿on in 1985,

and to bring the industry of South Vietnam to the leve書of

those in the other South East Asian nations during the early

years of the 1960s... Regretfully, the time was not on their

Side. They had only 3 to 4 years JuSt tO Show off their

SChemes, tO PaSS a few new legal documents and some

imagined prlOrities like the Decree No. 130 ofthe Economic

Ministry on 17 March 1973 which defined 27 areas ofprl-

Orities and 9 others as areas ofstimulation, including prod-

ucts for export, labor intensive industries, high local mate-

rial content, forelgn CurrenCy SaVmg Services, aSSistances

for agriculture, forestry, fishing, mining, infrastructures,

reglOnal developments, and some others, but they did not

have time to realize these plans. All was too late. Their time

already came to an end! That was the tragedy ofthe para-

dox of development in South Vietnam during the whole

period ofover 20 years from 1954 to 1975: When they had

long time, they followed short-tem POlicies; and when

their time came to an end, they made up a long-tem ``plan’’

Of development!
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=. MAIN COMPONENTS OFTHE MARKETECONOMYAND THE

iNFRASTRUCTJRE

It was obvious that du「ing the period of over 20 yea「s

from 1954 to 1975. the economy ofSouth Vietllam had been

developed under the ma「ket economy model direcled by the

Ame「icans 「egardless of its Iong-tem Or Short-term develop-

ment言ts defomation and distorion caused by the War, by

the US cowrfeeding aid policies or the inapproprlate ma「ket

o「ienlations. Though ullti= 975 the South Vietnamese ma「ket

economy had not reached the high or relatively high level of

development as that of industrialized or newly industrialized

economies, the history of over 20 years of developmeI-t had

le宜a number ofcomponents or bases ofthe ma「ket economy

Which have contimIed to affec=he development of the

Vietnamese economy since then and are worth to be studied・

These compOnentS Will be discussed in the fo11owlng PartS.

1. Main components of the market economy

a) rhe /朋de sys/em

Noma=y the firs=o be discussed among those compo-

nents ofthe market economy is the trade system, because it is

place whe「e most ofthe exchanges ofgoods and services, and

the activities and t「ansactions ofbuye「s and sellers occur. It is

also the place that reflects nearly fu11y the activities of the

markets, and the relationship of diffe「ent economic sectors

alld various social and economic reg10nS. One of the promi-

nent features ofthe trade system of South Vietnam during the

pe「iod of 1954-1975 was its rapid developmen=owards mod-

emization. The obvioしIS diiference was that during the period

of 1954-196O, both intema=rade and forelgn trade of South
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Vietnam had been ve「y weakly developed, COVerlng mOStly

the small businesses with small number of empIoyees and

Sma1=umover; While to the early 1970s, the trade system of

South Vietnam had extraordinarily been developed in all

SCales, tumOVer, aS Well as commercial bases.

In 1960, the trade system of South Vietnam embodied

85,000 umtS Which empIoyed about 200,000 workers, Of

Whom 33,000 were regular workers. Among these trade

units, 32% had only one worker each, 38% had two workers,

0.8% had more than ten workers. Only 3% ofa11 the units

had an annual tumover of more than l m1111On PlaSterS. Tb

the early 1975言n South Vietnam, the number of trade com-

Panies increased to l,687, amOng Which 60 companies reglS-

tered an amua=umover ofmore than l b川ion plaSterS.

In the trade sector, import enJOyed the strongest boomlng.

As it was mentlOned earlier言n 1960 there were 777 busi-

nessmen lnVOIvmg ln imports, tO the year of 1966 the num-

ber increased by 60% and reached l,766 people. Import com-

PameSrOSe from489 in 1966to 795 1n 1975. The total import

Value increased three tlmeS, from US$2,376 million durmg

the period of 1956-1964 to US$7,549 m11llOn durlng the per十

〇d or 1965-4/1975.

The materlal and tcchnical bases of thc trade system of

South Vietnam were also strongly developed and relatively

Well equlPPed. The old markets were repaired and improved

Whlle manynewones were bullt. In 1975, there were 125 rel-

atively-Well-COnStruCted markets in SalgOn-Cho Lon ReglOn

With various fixed kiosks lnVOIving in both wholesale and

retall trade and havlng high tumover. Apart from the mar-

kets言n South Vietnam from 1954 to 1975, many neW tradmg
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facilities of Westem style such as supemarkets, Showrooms,

market ha=s, trade centers had also been built, PartlCularly in

the big cities. From 1968 to 1971, 60 blg SuPemarkets had

been built in Saigon alone. In 1975, there were 18 market

halls ln Saigon. Several relatively large trade centers with

high trade tumover such as Eden, Chamer, Crystal Palace,

Saigon Departo… had also been constructed.

AIong with the development of the market system, the

Warehouses, depots, quayS and ports, and those facilltleS COn-

Cemmg tranSPOrtation, loading, dischargmg, and distribution

Of goods were improved and upgraded to make the trading

transactions more convenient and cheap. In 1 968, there were

33 rice stores in South Vietnam some which had the capaci-

ty to keep from 200 to 9,000 tons ofrice. Before December

1973, the capaclty Ofpetroleum storehouses was of480 mil-

1ion liters. In Saigon in the late 1960s, there were 12 quays

for goods loading, dischargmg and bargmg, and a number of

Warehouses including some big ones such as the Khanh IIoi

COnSisting of 14 stores with the total area of 28,000 m2, the

Tbn Thuan consisting of2 rows of stores with the total area

Of 3,100 m2. The Saigon Trading Port had 309 trucks, 47

CraneS, 102 shovels and l12 barges.

The trade system of South Viemam during this period was

We= organized from top down and was specialized by kinds

Of products which were associated with one another in close

networks from importers, manufacture「s to wholesalers,

retailers, middlemen, brokers, agentS, advertisers, and so on.

Although in the South of Vietnam during this period ma]一y

trading companies of the Vietnamese were fomulated and

Put into operation, they were no=he ones that dominated the
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trade system, instead the alinese and foreign joinトStOCk

trading enterprlSeS Who controlled large capital and the broad

market network throughout the whole of South Vietnam and

associated tightly with foreign capital were the main domi-

nators of the South Vietnamese market. Under the French

time, the French capitalists had controlled forelgn trade while

the Chinese had dominated the intemal market and the high-

interest-rate lending system. Under the American domina-

tion, the role of French capitalists had been replaced by the

Americans, the嶋iwanese, the Indians and other foreigners,

while the power of the Chinese capitalists was highly devel-

oped that they not only dominated the intemal market’but

also forelgn trade of South Vietnam. During the years from

197 1 to 1974, the alinese contro11ed about 90% of wholesale

and retail activities in South Vietnam. In 1974, the Chinese

possessed 40 out of the 62 large companies of over l billion

piaster tumover each. In 197l, there were 815 alinese
importers operating in the most important sectors such as

foodstuffs, gOOds of basic needs, Chemical plastic・ metal

ware and technical materials∵me Chinese accounted for

84% of the direct importers in South Vietnam at the time,

while the Vietnamese shared only 12% and businessmen

from other countries covered 3.6%.

The role ofAmerican capital in the trade system of South

Vietnam was∴Strengthened, but not so much. It nomally

concentrated on a few monopolistic sectors such as oil

import in which American companies were 2 among 3 (the

third was a French company), Or American companies par-

ticipated in 21 joint-Venture trading companies of South

Vietnam to import foodstuff in accordance with the food aid

PrOgram PL-480・
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The reasons for the strong development of the trade sys-

tem ln South Vletnam during thlS PerlOd were not 」uSt

because ofthe large supply of US aid, the massive impo「t,

the increaslng demand for the services of the war, and the

increasmg requlrementS Of the people for thelr basic needs,

but also because ofthe high profit rates. In the trade system

Of South Vietnam du「ing this period’the profit rate of lmPOrt

WaS the highest, Varylng from 20 to 30% as mentioned earli-

er, While the rate of intemal trade was Iower, but not much,

nomally from 15 to 30% ofthe selling prlCe, nOt yet tO men-

tion ofthe cases of sudden changes m the exchange rates or

the scarcity or speculation of goods in which the profit rates

COuld reach from lOO to 200%.

The trade system played an important role in the social

and economic life of South Vietnam during the pel・iod of

1954-1975. In 1956, the contribution of trade to the gross

national product (GNP) was　29%; tO 1972 its sha「e

dropped, but still accounted for 18.8%. Though import was

Criticized for greatly focuslng On COnSumer gOOds or mate-

rials and inputs for consumer goods production, lt WaS

impossible to deny the fact that import had provlded a large

Sum Of machines and materials for domestlC manufacture,

and supplied plenty ofconsumer goods which helped to sta-

bilize the living conditions ofthe people・ During the period

from 1957 to 1972’maChines, equlPment, and productlOn

lnPutS aCCOunted for 55% ofthe tota=mport value in which

materials shared 33.9%, maChines and equlPment Shared

21,1%.

Trade contributed very slgn誼cantly in the lntegration of

d闇汁ent eCOnOmic sectors, mCluding industry, agrlCulture
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and service言n the linkage ofreglOnS like the rural and urban

areas言n the fomulation of large economic and commercial

CenterS SuCh as Saigon-Gia Dlnh言n the development of a

unified market in the entire of South Vietnam, and in the

broading of the economic exchanges with forelgn PartnerS,

Particularly the United States.

b) rhe ba"k坤'S/em

As it was discussed above, trade was a sector that record-

ed a high profit rate in the economy ofSouth Vietnam during

the period of 1954-1975, but that was no=he highest rate.

Banki’一g eVen gOt a higher profit rate than tha( in trade. The

PrOfit rate in this sector often went up to the level from 25 to

60% of the investment capital, One Ofthe highest rates. High

PrOfit rate was one of the reasons leading to the strong devel-

OPment Of the bank system in South Vietnam during the

above period.

In the late of 1954 there were ten banks in South Vietnam

among which only two belonged to the VIetnamese, a11 the

others were forelgn banks. Tb the early of 1975 in South

Vletnam, there were lO5 banks, lnCludlng four State-OWned

banks of the Saigon AdministratlOn, namely the Vietnam

National Bank, the Vietnam Commerce and Credit Bank, the

Bank for Agricultural Development, and the Bank for

鴫chnoIogy Development, 32 commercial banks, and 69

rural banks run by pnvate owners. Only 14 out ofthe lO5

banks were fore重gn banks.

The bank system ofSouth Vietnam durmg the 1954-1975

Period not on]y rapidly increased in number, relatively well

equlPPed wlth modem faclllties and perfomed by a relative-
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1y we11-trained staff; but also relatively well organized into 3

1ines q声he `・en/ral banks, ’he ‘.Ommer(・ial庇‘n短, “n布he

develapment and /nves’ment ba庇s which operated with their

proper functions and responsibilities and cIosely integrated

with each other in accordance with laws, Particularly those

conceming banking and insurance. The Vietnam National

Bank monopolized the money supply’regulated the trading of

gold and forelgn C皿enCies, managed national reserves and

treasury and other practices related to the National廿easury

and public institutions. The commercial banks focused on

depesits and loans, and were responsible for transferring to

the National Bank an amount of reserve at least equivalent to

30-40% of demand depesits and lO-15% of timely deposits

ofthe banks. The rural banks operated the same as the com-

me「cial banks, but concentrated in limited geographical areas

such as the rural districts of provinces and only provided

credits for businesses in rural areas, including agriculture,

forestry, fishing, and rural small trading and handicrafts. The

development and investment banks were of a special fom of

finance which only used their own capital (which was main-

1y provided by the South Vietnamese Govemment’s budget

and American aid) in order to supply long-tem Credits oftwo

years or longer to guarantee and to finance the prqjects and

enteIPrlSeS, tO get invoIved in co-Pa血erShip and to control

the co-PartnerShip’and to commit over-2-year-1ong deposits.

These three kinds of banks were intertwined in cIose connec-

tion in which the Vietnam National Bank played the central

role and influenced all the activities of the whole banking

system of South Vietnam during the 1954-1975 period・

The bank system played an important role in the devel-

opment of the economy of South Vietnam during the
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Period from 1954 to 1975. The commercia! banks alone

had in the early ofthe 1970s provided from 3l.8 to 47.4%

Of their total credits for industrial production, mOSt Of

Which went to large private companies. anking activities

COntributed significantly to the growth of trade, Particu-

1arly through the provision of credits to importers, the

development ofthe rural areas and agriculture, the mobi-

Iization ofcapital, the reduction ofcash flow in the mar-

ket, and the controI of inflation. During the period of

1969-1972, tOtal credits supp!ied by the commercial

banks accounted for only from 47.9 to 56.9% ofthe total

money they had received, this meant that a considerable

amount ofmoney was kept in the banks. The commercial

banks aIso developed the transactions in checks, improv-

ing the habit ofusing checks instead ofcash, helping to

raise the deposits ofthe peopIe in order to fac冊ate their

living conditions and production. The banks increasingly

broadened their international exchanges, Strengthening

the economic relations between domestic businesses and

their foreign partners, ParticularIy the relations with

Amerjcan banks.

りCqpilal jb肋atio〃∴a〃d lhe肋〃楊-SeCtO「 CO朋肋O働か

eCOnO朋y

Under French domination, the economy of Vietnam in

general, and that of the Southem part of the country in par-

ticular, Were COnSidered as the agrarian, feudal and semi-

COIonial economy・ French capitalists invested in several

Plantations, mines, factories and developed some commer-

Cial relations, banking, Services, etC., but these businesses

Were dispersed and scattered in separated and sma11 areas,
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not yet integrated into a tightly-Organized system, While

indigenous capitalists were too weak to concentrate and

fom la「ge capitals. Only to the period of 1954-1975, under

the influence of American capital, CaPitalist economic rela-

tions were developed strongly in the South of Vietnam, grad-

ually and increasingly replaced the old feudal and semi-

COIonial relations. The concentration and fomation of capi-

tal and the development of a multi-SeCtOr COmmOdity econ-

Omy Which replaced the fomer small and self-reliant econ-

Omy became the dominant and influenclng factor o白he

above development processes.

The process of (・a〆[al (.On(・en[I●a[ion “n・1 a(・`・~‘刑′/“/io′7

0r CaPital fomation in South Vietnam was most clearly

reflected through the two facto「s: the accumulation of cap-

ital; and the concentration and centralization of p「oduction・

As far as the accumulation of capital is concemed, the

number of enterprises with large ca函al was increasmgly

developed. According to the figures co=ected by various

agencies of the Saigon Administration during the years of

1960 (by the Ministry of Labor), 1967 (the Task Force for

Postwar Plan Study), and 1973 (the National Economic

Development Fund), there were in South Vietnam in 1960

Only 6 companies with a capital of 5-50 m皿on plaSterS,

and none of these companies had a capital of over 50 mil-

1ion plaSter. Tb the year of 1973 the「e were in the Saigon-

Cho Lon-Gia Dinh region alone 259 companies with a cap-

ital of 5-50 m皿on plaSterS, an increase of43 times, and 37

Out Of these companies had a capital of over 50 mi‖ion

Piaste「s each (based on the 1960 fixed price). Regarding

the concentration and centralization of production, the

numbe「 of la「ge enterprises with ove「 50 workers increased
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4 times from 70 in 1960 in the whole ofSouth Vietnam to

296 in 1973 in the Saigon-a10 Lon-Gia Dinh region alone.

In 1975・ the People’s Committee of Ho Chi Minh City

made another survey ln a larger area including the Saigon

reglOn and its adjacent areas and acquired a much bigger

number oflarge enterprlSeS in which those that had over 50

WOrkers were 「aised from 73 in 1960 to l,736 in 1975

(including 26 enterprises having over l,000 workers), an

increase ofover 23 times. The above number of 1973 would

Surely be higher if it were to be added by the enterprises

located in the other parts of South Vietnam as it had been

done in the survey of 1960 rather than just those enterpris-

es based in the Saigon-Cho Lon-Gia Dinh region or Saigon

and its adjacent areas.

The process of capital concentration and accumulation

WaS reflected not only in the increase of the number of

large-SCale enterprises, but also in the quantitative change

Of their performance since the late 1960s and the early

1970s when occurred the merges of severa=ndustrial and

trade enterprises and banks into multi-functional and

monopolistic groups. For example, three companies MIC,

MITAC and BASTOS merged and dominated the tobacco

industry, Or ten Plastic enterprises joined together under the

leadership of the Thanh My Company which dominated

about 52% of the total production in the plastic industry.

Some banks such as the Vietnam Commercial and Credit

Bank bought a large proportion of shares in several State-

OWned and private companies in industry, trade and service.

A number of large banks and firms in the Saigon-Cho Lon

reglOn Were merged to fom the financial groups in that
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region. Apart from the merged and integrated groups, the「e

Were Private fims run by individuals or families such as the

Family of Ly Long Than who controlled important shares in

8 banks and mastered 17 trade companies; Or Ttan Thanh

OWned 3 banks and the Thien Huong seasonlng factory;

Pham Sanh was the Director of the Nam Viet Bank and also

the master of several printing, teXtile and import compa-

nleS, etC.

Along with the process of capital concentration and

accumulation was the formulation of different "eW C〔・0_

nomi`' Je`・tOrS in the market economy of South Vietnam"

The large capitalist economic sectors which consisted of

the large private businessmen (including the above-men-

tioned 42,300 bourgeois), the State capitalists (the govem-

ment share grew from 15% NDP (net domestic product) in

1960 to 34% in 1972 - Dacy, P. 59) and compradors (not

!arge in number, but highly influencmg the development

PrOCeSS) increasingly dominated the market economy of

South Vietnam. Small businesses which consisted of sma11

industries and handicrafts, Small traders’middle peasant

households and individuals were large in number, but only

Played a supplementary role as contractors or hired busi-

nesses. The feudal economic sectors became smaller and

Smaller and almost disappeared during the final stage of

the Saigon Regime.

The capital formation process together with the develop-

ment of production and trade, banking and service, Or fiee

buslneSS錐a Whole had really created a dynamic business

environment trd a unlfied market in the entire of South

Vietnam during the early l970s.
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2. Main components of the economic and socia=nfra〃

StruCture

a) The tmn叩OrtリS佃m

The investments in the infrastructure of South Vietnam

during the period of 1954-1975 came from the two main

SOu「CeS: military expenditure and economic aid, in which

the fomer was far larger than the latter. As it was discussed

ea「lier, the United States in order to meet the demand ofthe

War had spent llP tO the early 1971 $400 million on road

building, OVer $66 m皿on on ports, $100 mi11ion on water

SuPPly, and $190 mi11ion on airports. The total spending in

these four fields were $756 mi11ion. The economic assis-

tances provided by the American Aid Mission in South

Vietnam (US AID) to invest in infrastructure were $280

million since 1956. These figures on the US investments in

the inf「astructu「e of South Vie[nam through military expen-

diture and economic aid during the period of 1954-1975

might no白nclude all the investments in this area, However,

the total amount of these two kinds of investment in South

Vietnam’s infrastructure du「ing the period was already

large, $l.036 b皿on.

The infrastructure of South Vietnam was much

improved thanks to the above investments. The I・Oa〔I sys一

Ic,m言ncreased from 13,796 km in 1956 to 20,127 km in

1965 (of which ta「 road was 5,582 km), then to 20,930

km in 1973 (Of which tar road was 6,751 km). The tar

road syslem which was constructed in line with high stan-

da「ds co章喜neCted many towns and cities, many eCOnOmic

and political centers. 85% of the tota=ransportation of
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goods and passengers in South Vie{nam was carried by

land roads.

The "’a′e′・Way nyS′e〃' Which was limited in its trans-

POrtation capacity compared to that ofthe road system also

Played an important role in the transportation throughout

South Vietnam, Particularly thanks to the existence of over

5・000 km ofcanals and ditches in the Cuu Long (Mekong)

Rive「 Delta"珊e large improvement of the waterway infra-

StruCture during this period was the upgrade and corlSt「uC-

tion of seven commercial po「ts in South Vietnam言nclud-

ing the ports of Da Nang, Quy Nhon, Nha Ttang, Cam

Ranh・ Sai Gon・ Can Tho, and Vinh Long, nOt yet tO men-

tion a number of military ports with high capacity. This

SyStem Of large commercial ports had made ma」Or COn証-

butions to the increase of imports and exports to and from

South Vietnam. Wi皿n ten years, the number of maritime

Ships amVmg at and departing from these commercial

POrtS had increased over five folds, from l,817 ships in

1962 to 9・254 in 197l" The tota=onnage increased two

times from ll,515 thousand tons to 25,315 thousand tons;

and the total weight of goods transported i-1CreaSed nearly

4 times from 2,441 thousand tons to 8,893 thousand tor-S in

the same period.

A一,iaIion registered the highest growth among a11 kinds

Of transport in South Vietnam during the peI.iod of 1954一

1975. In 1954 there were in the South Vjetnam abo両20

alrPOrtS; tO the late 1960s the number increased to 150

alrPOrtS, Of which 15 were relatively modem such aS the

Tan Son Nhat Airport’Bien Hoa Airpo「t and Da Nang

Ai「po「t. At first’Vie{nam Airways was the sII-gle且argest
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COmPany in the aviation market of South Vietnam; tO the

late 1960s, SeVeral foreign companies were invoIved in

the markel such as Air America, Continental Air Service

and others- The number of passengers and volume of

goods transported by air increased very fast. During the

Period of 1968 -1971 for instance・ the average number

Of passengers traveling by air was raised to l.3 million

PeOPle a year.

切J"d〃S毎es伽d ag巾鋤〃w” bra〃Ches tw妨"eW細Ch・

〃 Ologies

Although the industrialization was not developed in its

COmmOn SenSe during the period of 1954葛1975 in Sbuth

Vietnam・ SeVera=ndust「ies were in fact developed to meet

the demands of the war and to mee=he consumption

demands ofthe people. Some of these industries such as elec-

tricity, Water SuPPly and consume「 goods production were

developed not just寅〕r the temporary economic and militalγ

needs a=ha=ime, but also continued to play a significant

role in the reconstruction and development of the un抗ed

Vietnam later on.

E/e`・’’壷′y “n`/ ",a′e′・鋤mIy were the two industries

Which belonged to lhe economic infrastructure were

StrOngly developed du「ing the period of 1954-1975・

According to the T計mina書Report of the American Aid

Mission in South Vietnam (US AID) in 1976, the total

investments in elect「icity up to the end of the war was

$159 m岨on, mOSt Of which were provided by the

American aid, and beside that a considerable amount came

f「om Japan ($56 million) and France ($1l million). The
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total capacity was 813 megawatts. The (South) Vietnam

Electricity Corporation contro=ed most of the power

plants which in 1970 provided 96% of the total electric

consumption in South Vietnam. The water supply indust「y

was also strongly developed言ts capacity was raised four

times from 1962 to the end ofthe war (1975).

After electricity and water supply, mOSt Of the industries

whlCh were developed in South Vietnam during the period

of 1 954-1975 concentrated on c‘OnSL/"移r gOO(]り,′・0`l′′`・/io′?.

particularly the followlng PrOminent industries or groups of

indust「ies:

● Food and foodstuffs, beverage and tobacco, tyPical of

a11 were cane-Sugar, beverage, Camed food, SeaSOmng・

Vegetable oil, husking, food processing, foodstuffs and

tobacco;

● Textile;

・ Paper making;

・ Mineral processing言ncluding cemenl and cemcnt p「od-

ucts, bricks and tiles, glass and ceramics;

・ Wood, leather and ga「ments言ncluding wood processmg

and wood fumiture production, leather tamlng, and gar-

ments for exports;

・ Chemicals言ncluding basic chemicals, Westem medi-

cines, 「ubber, P]astic, tOOthpaste・ batte「y, and match;

● Basic metallurgy industry which mainly consisted of

factories to recycle such metals like steel・ aluminum

and bronze as the waste of the war discards;
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● Metal products and mechanical englneermg: Of this

group, the metal industries mainly produced the p「od-

ucts such as wires, nails, barbed wires, Steel nets,

Steel buckets, and several electric appliances such as

electric lines, electric cables, electric fans, tranSform-

ers; While the mechanical englneerlng industries

OPerated mainly as small industries invoIving in

repalrlng, aSSembling and produclng Small mechani-

Cal products;

● Construction industry, Which was rapidly developed

not only to meet the economic demands, but aIso to

build the prqjects for military requlrementS SuCh as

roads’bridges’SeWerS, Culverts, PO「tS, quayS and

milita「y bases. Expenditures for military construc-

tion during the period of 1965-1970 alone reached $2

billion.

One note-WOrthy feature of these industries was that

they started to apply some new technoIogIeS, mOSt Of

Which were /C’`'hnoIogies Qf /hc’1960子geIleI書で/tioI7 imporト

ed from the United States, Japan, Gemany, France,

England and Taiwan through the sources of foreign aid and

investment. These technologleS We「e both scattered in dis-

PerSed factories and/or concentrated on seve「a=arge

industrial zones such as the Bien Hoa and Dong Nai indus-

trial zones, and started to confim爪eir advantages in e珊-

Ciency, PrOductivity and quality of products. Table 7

Showed tha=he productivity of modem industries was

normally highe「 than that of small and handicraft indus-

tries from 2 to 4 times.
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TabIe 7: Machine「y and labo「 p「oductivfty in South Vietnam’s

manufactu血g indust「ies, 1967-1973

indust=es �1967 ��1973 

Machinery/ �MachIne「y �Gene「aI ��Large ��SI間= 

Iabore「 (m剛0∩ Piasters“ab Orer) �VaIue (m冊oh pl鵜te「S) �SItuatlon ��lndustrIes ��lndustr-esl 

(1) �(2) �(3) �(4) �(5) �(6) 

I �0.21 �3,583 �0.60 �13,207 �1.50 �6.48 �0.300 �1.75 

= �0.1 �1,853 �0.49 �16,129 �0.49 �1.91 �0.490 �0,39 

用 �0.34a �十248a �0.84 �2.100 �工20 �2.09 �0,200 �0.71 

IV � � �0.56 �2,078 �4.07 �0.83 �0.260 �0.60 

V �0.11 �1.029 �0.64 �12,000 �4.09 �1.62 �0.310 �0.43 

VI �0.37 �1,449 �0.80 �5,500 �1.24 �1.01 �0.052 �0.27 

Vii �0.08b �459b �0.83 �2,000 �0,85 �1.75 �0.700 �0.52 

V用 � � �0.35C �6,250C �0,40C �0.96C �0.き00C �0,27C 

iX �0.05 � � � � � � � 

5lα〃l為’Sen, 7ab/e /′/-30, P. 201

上　Food, beve「age言Obac∞

帖　Text"es (in 1973 leathe「 was lnCluded)

il上Paper (i[ 1967 1eathe「 and 「ubbe「we「e incIuded),

lV Wood a[d wood p「oduc(S

V. Chemicals (basic and p「OCeSSed).

VI Mine「ai p「ocessing.

Vil BasIC meta=∪「gy.

V=i Mechanics and mac「line「y

iX Eiectric appiiances.

(1 ) Machlne「yILabo「e「 (US$ mliIIOn /iabo「er)

(2) Machine「γ Value (mi=ion piaste「s)

(3). Mac画ery/Labore「 (US$ m刷on Ilabo「e「).

(4). Produc廟ty (US$ mi=ion Ilabo「e「),

(5). Machine「y/Labore「 (US$ m刷on Ilabo「e「)

(6). P「oduc柄ty (mIIIion piaste「sIIabo「e「)

a二川+IV

Agricultural production also made some good progress

in the application of new technoIogies such as the strength-

enmg Of mechanization, Chemicalization and irrigatization,

the using of new and high yield varieties, Particularly dur-

ing the period since the mid-1960s when many countries in

the reglOn raised a movement of ``green revolution’’and

When American aid to South Vietnam was strengthened in

Parallel with a broader and stronger implementation of the

land reform. The introduction of mechanization, Chemical-

ization, irrigatization and new varieties to South Vietnam’s

agriculture not only caused slgnificant impacts on the

Change of the productive forces and upgraded productivity’

but also played an important role in the transformation of

PeaSantS, famlng habits towards the promotion of the appli-

Cation of new technologies.

C) H"man reSO〃rCe develqp朋en/伽dめbor mobil均,

The population growth of South Vietnam during the peri-

od of 1954-1975 was quite high with an annual rate of over

2.6%, hence leading to the increase of the total population of

the South from 12.7 million people in 1956 to 20.5 million in

the early 1975 of which 40% were living in the urban areas・

In spite of the high population growth’the limitation of

the economic development and the long and fierce war, C,`最〇

°ation in South Vietnam was still developed. The number of

Primary schooI students (up to the 5th fom), high schooI stu-

dents (to the 7th fom) and college students increased con-

tinuously" Primary and high schooI students for instance

increased from l.Ol million in the academic year of 1957-

1958 to 3.5 million in 1970-1971. The number of pnmary
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SChooI students compared to the total number of children at

the age of p「lma「y SChooIs was raised from 38% in the aca-

demic year of 1957-1958 to 82% in the year of 1970-1971・

皿e corresponding percentage of high` SChooI students

increased from 4% to 17% during the same period. The num-

ber of co11ege students inc「eased from abou= l,000 in the

ea「ly 1960s to 57,coO in the early 1970s.

The hteracy rate was raised thanks to the high enrollment

Ofstudents. In 1 944, under the French domination, 80% ofthe

POPulation ofVietnam did not know how to write and read; tO

the year of 1971, aCCOrding to the figures co11ected from the

Survey in 16 provinces, the number of literate people above

the age of 15 was raised to 71% ofthe total population.

The more the people knew how to wI’ite and read, the

higher their knowledge were and the larger the p「ess became.

In 1962 for instance there were only 30 daily newspapers in

South Victnam with the total dist「ibution of 540,000 copleS;

to 1968, the corresponding figures were raised to 58 newspa-

PerS With a total distribution o= ,542,000 copleS.

Along with the development of general ed11Cation, OCCu-

Pational trainlng also grew rapidly. Table 8 showed tha=he

number of people who were trained in both the public and

PrlVate SeCtOrS WaS 185,853 during the period of 1955-1970,

according to the statistics executed by lhe Ministry of Labor

Ofthe Saigon Administration. This figure had not yet includ-

ed those people who were trained and worked at American

Civil and milita「y bodies which some time reached 150,000

people, and the people who worked at other forelgn insti[u-

tions and a large number of technical and professional per-

SOnnel working in the amy (in 1973 this figure was 175,904
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people). The above trained workforce constiluted a precious

SOurCe for the economy of South Vietnam not only during the

1954-1975 period, but also many years later.

鴫bIe 8: OccupationaI t「aining in South Vietnam, 1955-1970

Traininginlhepubllcsecto「 ����Numbe「oftrainees(1955・197O) 

M剛S時0仕 ��bo「(32people〉 ��32,494 

0個e「minis ��esanddepartments(induding仇e ��27,109 

nseMin �勅 

調jh9肌 �eprlvateeconomicsec(or �� 

ningalen(e「Prisesbylaw ���6.324 

両ga(W〇両 ���12.835 

丁 �川∩9a( �ita「yandfo「eign �ns航utIonS �47′406 

丁 �nIngal �ivateo∞uPatlOna �SCh∞Is �59,287 

丁 �I ���185、853 

嶺料作為・Sen,ねbIe /II. 32, P. 202

Another point that needs to be emphasized is tha=hough

the trained and educated labor in particular, the total work-

force or the whole population of South Vietnam in general

were mixed up and distortedly dist「ibuted due to the war・ it

became very active and dynamic and mobile言t vvas dist「ib-

u'ed acco「ding to different economic secto「s which were sen-

sitive and adaptive to the market economy・ The fact was that

such labor-force was very much exposed to the twenty-yearS-

long hardship of the mixed-uP and the war-distorted econo-

my. Tha=abo「 marke' and the capital, the commodity・ the

service and other markets constituted majo「 factors that

fomed the multi-SeCtOr COmmOdity economy, Or the ma「ket

economy言n South Vietnam. That multi-SeCtOr COmmOdity

economy was held back and damaged fo「 abou=en years by
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the “impatient idea of socialist transfo「malion’’ (the

Vie血‘meSe Communist Pa「ty - the 1991 Platfom, P. 4).

Neve「theless, Since implementation of the “Doi Mc,i’● Policy

in 1986.血t mu=高ecto「 ma「ket economy has been quickly

recove「ed and enhanced, thus making slgnificant and active

cont「ibution tO the cause of 「cnovation.

*

Reviewlng O白he economic 「elatibns between the United

St種tes ‘lnd South Vietllam du「ing lhe pe「iod of over 20 yea「s

f「om 1954 1o 1975 a!oIlg With the legacies i=eft forthe eCOn-

Omy OfSbu[h VietIlam. One may re鉦ze that there are sti11 a

number of缶ctors ¥¥’hieh WO`lld be used for the p「esenI deve上

OPment SuCh as the mu=高ector co1「1mOdity ecoI「Omy and

SOme eCO11Omic iしnd sociill infrast「uctuI・es. However, the

OVerilll assessmel" revei-led血I=he des章「しICtion wzIS hrger

than thc deveIopmenl, the losses we「e greate「 thこm the gal11S,

the costs We「e tOO hi如compa「ed to the benefits, the g「owth

「a(es were too low to compensule the血g-1肌Cy i’l devdop-

ment言‘nd fina11y without deveIor)melll,山e eco'一Omy Of

South Victnam had fa=en into a desperate poverty or in

Professo「 He「rlng’s words,員Fo「川Vietmmese言he most

P「eSSlng flnd endu「ir-g legi-Cy O白he wzl「 h種吊うeCn CC.OI-Omic

deprlV証on… COi「flic=c重油e count「y l11 a∴Shambles... r)e「

C申ta income ave「aged around $ 100... o白he 1990s, Vie血m

WaS S刷one of the world’s poorest couIlt「ies. ¶le illf「ilSt「uC-

(u「e was in hor「iblc shape..;’(He「ring, P. 303).
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PART TWO

EM BARGO

AND SANCTIONS PERIOD

(「975-「995)

Currently m the United States, the「e are a number of

researches and written documents on American pollCies of

embargo and sanctions agamSt many COuntries in the world,

including Vietnam. Some ofthese researches and documents

demonstrate as reviews or summaries of this policy such as

the book entltled ‘`E(・OnOI77i(・ S"/?(l[ion∫∴(/n(/ AnIC,/.i仕/I7

D申。n一`‘(‘y’’by Richard N. Haass, Council on Foreign

Relations, 1998, Which includes eight chapters assesslng

American sanctions against eight count「ies as China, Cuba,

Ha証, Iran, Iraq, Libya, Pakistan, fomer Yugoslavia, and the

final chapte「 analyzing the lessons and suggesting new 「ec-

Ommendations for the refom ofAme「ican sanctions policies;

Or the book “Fec,/ing Goo(l oI・ Doing Goo(/ ",i/h S(/I7(・/ioI?∫一

UI?i/“teI-(/I E('OnOn高. S"/?(互onぶ∴uI7(/ Ihe U.S. Na(io/Iu/

/′7/竹e立, by E「IleSt H. Heeg・ Cente「 fo「 Sl「ategic and
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Intemational Studies, WashillgtOn, D.C., 1999, focusmg On

American sanctions pdicies against five count「ies・ namely

Cuba, Iran, Vie'nam, Mya重lmar・ China・ and finally presented

sol11C COnClusions and recommendations for some changes in

Amel・ican sanctions匹吊cies; anOther sludy lS the article

“u/高c’(/ SI`//C,点E(・OIIOI高く・ S細く互0冊A留/i/高¥宜I/l〈‘n7-

lI庸I・I?(/IioII(I/ B屈高c’∫∫ (/I?(l De十C,/ol,I71e/?[ RぐI,C,’’`・一心i研了by

Nick J. F「eeman appea「cd in the Co/一‘′77杭, /0杵,一・’/〆Wo′●I・l

BI高I)C,∬, Summer, 1993, etC.

The main focus o白his part is to study the Ame「ican sanc-

tions∴and embargo policies agai11St Vietnam. However言t

wi= be inadequate, Partial and not objective自白he study of

the case of Vietnam is not put into the context of overa=

Ame「ican embargo and simCtions pelicies against other

count「ies in the wo「ld as We=. ¶1e重-efore言n the two fo11ow-

illg Chupters (3 and 4), Ch申er 3 will amlyze the US poli-

cies of economic embal.gO imd sanctions appIied to different

countries血oughou=he world with … aim to review the

general embargo and sanctio-1S PO=cy o白he United States as

a bilSe fo「 deeper lnqulry lntO main [ask of Chapte「 4 0n the

US economic embargo alld sanctions against Vietnam.
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Chapter 3

US EMBARGO AND SANCTIONS

THROUGHOUT THE WORLD

I. GENERAしSITJATION

Economic embargo and sanctions is an important tool in

American dipIomacy. It has been continuously used by the

US Govemment since the First World War, and even more

seriously strengthened in recent years with ever greater and

heavier extents tha=he American President, Mr. Clinton

himself had to acknowledge that the United States has relied

too much on economic embargo and sanctions, and he

seemed to be disappointed to see the United States becom-

ing a country ``fond of sanctions’’(ND-Pe叩Ie Daily, 21

June 1998). The current trend unveils that economic sanc-

tions would surely continue to be used by the US

Govemment as an important dipIomatic tool for not a short

period of time, although it may be exposed to some amend-

ments, SuPPlements, Or refoms in order to be adapted to the

new world situation and to bring about more pragmatic or

more effective results for the United States.

During the period from the end of the First World War to

the year of 1998, the United States had imposed l15 sanc-
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tions against different countries, mOre than half of which

Were implemented in the last four ycars of the period, twO-

third of world population has been punished by this or that

kind of sanctions imposed by the United States. Up to now,

the United States has used 61 kinds ofgoods as its embargo

and sanction instruments in its trade relations with other

COuntries, it has used its embargo and sanctions to isolate and

blockade 35 countries (ND, 13 May 1998).

The main objective ofthe United States in carrylng Out its

economic embargo and sanctions against other countries is to

alter i履a`.Ii高ies “n布oli。ies of the targeted govemments

in order to force them to follow the US requirements or

demands・ including the demand to reshape the basic nature of

a saciety’s regime and to alter importan` pelicies conceming

their national security. Richard Haass wrote, ・・sanctions can

be used for several・・・ Pu章peSeS: tO COerCe, tO deter, andんr

Punish… also… for the puIlroSe Of persuading the target to

alter or cease a specified activity or behavior... to reshape the

basic nature of another sooiety or to alter policy m Critical

areas of another country,s or entity,s national security,・

(Haass, PP. 197 and 199).

The targeted countries under the US embargo and sanc-

tions have been changed depending on the developments of

WOrld’s political situation. Under the Cold War, the main tar_

gets of the United States were the communist countrie§. Since

the end of the Cold War, United States has in its e鯖orts to

becoming the leading superpower of the new world order not

Only directed the main targets of i`s economic embargo and

SanCtions on the remalnmg COmmunist countries in the

WOrld, but also other countries including those who used to
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have good relations with the United States but by now are in

the US tems posing the threats of `errorism, drug tra餓cking,

nuclear weapons’Or those countries whose govemments

according to the United States practice dictatorship and vio-

late human rights and demooracy. During the period of 1993-

1996, the US Govemment had imposed 22 sanctions con-

Ceming human rights and democracy, 14 sanctions for the

reasons of anti-terrorism, targeting at 13 countries (ND, 13

May 1998),

The main measures and policies implemented by the

United States in its embargo and sanctions include the ban on

military products’the ban on economic aid, the embargo on

investment and foreign trade, the prevention of intemational

financial and economic institutions such as (he World Bank

(WB), the Asian Development Bank (ADB), the Intemational

Monetary Fund (IMF), etC., from provision of loans to the

COuntries under embargo and sanctions.

1しIMPACTS OF JS SANCTIONS ON DIFFERENT COUNTRIES

A question raised was that what results and consequences

have the embargo and sanctions brought about to the United

States and to other countries? The best answers may be the

lessons and recommendations that the American researchers

have drawn and propesed such as the 10 Iessons and the 12

recommendations suggested by Richard N. Haass (Haass, PP.

1 97-2 1 1 ). According to these authors, the economic embargo

and sanctions implemented by the United States not only

Waged direct and indirect impacts on targeted countrie§, but

also produced indirect e餓鵜ts on Ame正can allies and

American companies which have economic relations with the
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targeted countries, that is, aifecting the very interests of the

United States. In this part of our study, We Wi11 collect and

gather the research results of the above-mentioned scholars

On the two main kinds of results and consequences: On the

One Side, those are the consequences (and results) on the tar-

geted countries; On the other, the results (and consequences)

on the a11ies of the United States and the United States itself.

1. Consequen∞S and results on countries unde「 embargo

and sanctions

The first lesson drawn out by Richard Haass was that the

SOle economic sanctions, that is, eCOnOmic sanctions without

a combination with other stronger measures such as military

andhr political interferences, (・0初"OI舟r(・e OIheI・ "ations

/O I●e∫h華)e /hc, ba諦・ "aIllre〆IheiI・ SO(・ieIies or /O a//erpol子

`・ies /n lhe `・′・ili`.aI “reas Q声heir "aIiona/ se`・!/r砂. He wrote,

“Sc‘n`・lion∫ “lone c,′・e mlikely Io o(・hieve 〈短ire(汗es初s…

This lesson tends to all but nlle out the use of sanctions to

reshape the basic na[ure Of another saciety or to alter policy

in critical areas of another country’s or entity’s national secu-

rity’’(Haass, PP. 197-198). According to Haass, the evidence

SuPPOrting these assertions is plentiful, SuCh as sanctions

failed to get Saddam Hussein to withdraw from Kuwait or

Change the regime in Iran; Fidel Castro continued to be in

Place in Cuba; Libya refused to hand over to the US the two

SuSpeCtS aCCuSed of responsibility for the destruction of Pan

Am Flight 103 over Lockerbie; Haiti’s junta did not accept

the election supporled by the US; Serbia was not dissuaded to

follow the US line; alina con血ued to expD巾SenSitive tech-

nologies to certain countries and remained a sooiety “unde-

mocratized’’in the US tems.
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Secondly, though sanctions failed to reshape the basic

nature of another society’s regime, it has caused certain loss-

es, “from the modest to the fair significance,’’to the targeted

COuntries, aS it has made Iraq considerably weaker militarily

and economically, has forced China to res億ain to some

extent in exporting nuclear and ba11istic missile parts or tech-

noIogleS tO COuntries other than Pakistan, has created stagna-

tion in economic development in Iran, Cuba, Libya, and has

CauSed economic and military losses for Pakistan.

Thirdly, SanCtions have brought about some "I擁)reSeen

disa訪・OIA‥,OnSequen`・eS /br ordinaIツpeaple, SuCh as the

utmost destitution of life caused by sanctions in Haiti which

led to a large number of people who lef=heir shelters and

home country behind and fled to the United States, hence

laying a heavy burden on the State of FIorida; the serious

hunger and poverty of many ordinary people, Particularly the

Children and the old people in Iraq; SanCtions which have

restrained Iraq from exporting oi=ed to the decrease in the

Oil supply in the world market which in tum caused the rise

Of oil prices and hamed the global economy. Sanctions have

Violated the basic principles of free trade set out by the

World Ttade Organization (Wro), and that “stimulated chal-

lenges that have the potential to jeopardize the future of the

World TIade Organization’’(Haass, P. 201).

Fourthly, in order to avoid the sanctions, PreVention,

restrictions and pressures imposed by the United States, the

targeted coun正es have been forced to search for possibilities

and solutions to deal with their difficulties and hence they

have found new opportunities, neW SOlutions and new ways

Of doing things to guarantee their interests. For example,
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When they were prevented from penetrating the US market

and cooperating with US companies, they shifted to other

and altemative mackets and strengthened their ties with com-

Panies in Japan, Europe, and emerglng markets in Asia,

reducing their dependence on the United States and also

reducing their confidence in the United States, While tuming

away from the United States to Iook for new fiiends, a11ies

and new sources of business.

2" Resuits and consequences on the USA and its aIlies

According to a research completed by the National

Assooiation of Manufacturers (NAM), SanCtions and embar-

goes have up to 1998 caused American ente呼rises a loss in

export of about $790 billion (ND, 13 May 1998). In 1995

alone, SanCtions cost US companies between $15 billion and

$19 billion, and a餓加ed some 200,Oco US workers. ``In a

global economy, unilateral sanctions tend to impose greater

COStS On American fims than on the tanget, Which usua11y can
“find substitute sources of supply and financing’’(Haass, PP.

200紬d 203).

There have also been other losses which were unable to

be calculated by money but they have become evemore

Obvious.皿e fact is that American sanctions and embargo

Seem tO be increasingly discriminatory and heavier, Violating

the pnnciples of intemational law as well as American law,

CauSing losses not only to the targeted countries but also to

American allies, forcing them to raise their voices to strong-

1y conderm and criticize the United States both in public and

On intemational forums. For instance, American sanctions

against Cuba has caused losses to companies of American

重OO

allies in Europe who have invested in that country, and of

COurSe the US was complained by these companies.

Interferences and embango have on the one hand increaslng-

1y damaged the confidence in the United States, While on the

Other hand led to the rise ofanti-US spirit and attitude in the

WOrld at large・高distracted attention away from the provoca-

tive behavior of the target gove面nems)やd made Europeans

less likely to work with us [the US] in Shaping policies to

COntend with post-Cold War challenges... cau§串erious harm

to a varie/y Q仲sかeign poli`y ;nterests” (Ha*S, P. 201).
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Chapter 4

US EMBARGO

AND SANCT重ONS AGAINST VIETNAM

I. HiSTORICAしPERSPとCTIVE

Economic embargo and sanctions have, aS it was dis-

CuSSed earlie「, been initially used by the US Govemment

since the end of the First World War and became an imper-

tant instrument of US dipIomacy against communist nations

during the Cold War period. In such historical c()nteXt, the

first seed of the US embargo against Vietnam or in Professor

F「ederick Z. Brown’s words, “the embargo’s p正me purpose’’

was sown in 1946 when the Tmman Administration support-

ed the F「ench Govemmen[ to reeStablish its coIonial regime

agains=he development of communism in Vietnam, then
“the sanctions remained in place against North Vietnam after

the country was divided a=he seventeenth parallel by the

Geneva Accords of July 1954,,, and to the time when

Vietnam regained its independence and reunified the country
付in 1975, the embargo was extended in the same way to all

Of Vietnam’’(Brown, 1997, P. 203).

The US embargo against Vietnam has been regulated by

many di節erent kinds of law, COnditions and various economic
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and politica=nstruments, amOng Which the first to be men-

tioned was the T[ade Agreements Extension Act approved by

the US Congress in 195 1 p「oviding that the MFN status should

not be granted to the communlSt nations and those countries

invoIved in armed conflicts with the Unlted States. In Asia thlS

Act was first applied to North Korea and China, then to North

Vietham in 1954 and to the whole un誼ed Vietnam since 1 975.

皿e廿ade Agreements Extension Act was later supplemented

and strengthened by several other acts and regulations such as

the Forelgn Assets ControI Regulations which was based on

the 1917廿ading With the Enemy Act (TWEA-1917), Often

Ca11ed the US trade embargo, and the Jackson-Vanik

Amendment passed by the US Congress in 1974.

Implementing these laws, aCtS and regulations, the US

Govemment has imposed an almost comprehensive embargo

and sanction policy agamSt Vietnam言ncludmg the prohib主

tion ofthe exchange ofvisits among citlZenS between the two

COuntrleS; the bannmg Of trade and investment of companleS

from both countries; the punishment on the companies of the

third country which have economic relatlOnS Wlth the UnltCd

States and develop commercia=ransactions with Vletnam;

the prevention of intemational financia=nstitutions llke the

World Bank (WB), the Intemational Monetary Fund (IMF),

Asian Development Bank (ADB) from engaglng ln CCOnOm-

ic and financial relations with Vietnam and from providmg

loans to Vietnam; the blockade or “freezmg’’the VIetnamese

Govemment’s assets at US banks (in 1994 Vietnam’s assets

ln US banks were of$325 m皿on and they were blocked by

the US Govemment, meanWhile US companjes, mOSt Of

Which were US petroleum companies’aSked Vletnam tO Pay

their debts worth of $208 mi!1ion).
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Nick J. Freeman described the main content of the US

Govemment’s embargo agalnSt Vietnam, Which we think is

WOrth to quote a’length here, aS follows,買… there are two

basic constituent elements to the economic sanctions

imposed by the United States on Vietnam. The first is the

Foreign Assets ControI Regulations pertaining to Vietnam, aS

autho「ized under the 1917 Tlading With the Enemy Act,

COmmOnly temed the US t「ade embargo. With a few excep-

tions, all comme「cia=「ansactions between Vietnam and `US

Citizens and pemanent residents wherever they are located,

a= people and o「ganizations physica=y in the United States,

and all branches and subsidia「ies of US o「 organizations

th「oughou=he wo「ld are i11egal under the regulations. Thc

top penalties fo「 violating the sanctions are 12-year imprlS-

OIlment, $500,000 in co「po「ate fines and $250,000 in indi-

Vidual fines. The trade embargo prevents not only direct and

indirec=l・ade between the United States and Vietnam, but

also investment by US companies in Vietnam,s burgeomng

economy. It also has maJOr rlPPle eifects beyond the United

States; for example, any P「Oduct with over 10% US-manu-

factured content also faIIs under the embargo rest「ictions.

Consequently, OStenSibly non-US multinational fims must

also consider the likely consequences that commercial rela-

tions with Vietnam may have on their market and operations

in America, and a few allied govemments - mOSt nOtably

lbkyo - have・ at least until recently, taCitly followed the

United States ban on prlVate investment in Vietnam. The sec-

Ond basic element of Washington,s economic sanctions is its

VetO On lending by the intemational financial institutions.

Despi[e the opposition o白he secretariats and other member

COunt「ies・ Washington has used its veto to prevent the World
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Bank, IMF and Asian Development Bank (ADB) from pro-

viding financial support on almost all development p「Qjects

in Vietnam... in urgent need‥・’’(Freeman, P. 14).

The overall otyective of the United States in thei「 embar-

go and sanctions against Vietnam is obviously to con血ue to

pursue the aims tha=hey follow during the period of war

(1954-1975), that is, ′o c.丁ha〃S′ Vie′nam c`・OnO”7子`・al′y “nJ

isoIa[e ,om雄e oJ“ide w,0′埴so that by the end Vietnam

must follow the conditions imposed by the United States as
・・to support democratization and… basic human rights,’in the

American tems (Preeg, P. 4-1).

Realizing this objective, the US Govemment imposed

series of conditions and used many different instruments in

order to enforce its embargo and sanctions on Vietnam・ In

tems of conditions, the US Govemment required Vietnam to

search for their people Misslng-In-Action during the War

(MIAs), tO SOIve the problems relating to the Prisoners Of
Wa「 (POWs), tO help the refugees to retum to their homes

and to rehamonize with their communities under the pro-

gram called the Resettlement Opportunity for Vietnamese

Retumees (ROVR), tO PrOVide favorable conditlOnS for the

Orderly Depa血re Program (ODP) of emigrants to the

United States and other nations, tO realize the US conditions

on human rights, religion, democracy・ tO develop a market

economy based on the US standards’and so on.

The Vietnamese Govemment has so far, based on their

reality, COOPerated with the US Govemment to deal with the

humanitarian issues, nOt all those conditions lmPOSed by the

US Govemment. But to the US, all ofthese are the conditions

that Vietnam must canγ Out, Othervise the US shall continue

lO6

to impose their embargo and sanctions on Vietnam and

depnve Vietnam of the nomal rights in the economic rela-

tions with the United States as those included the Bilateral
rI+ade Agreement, the Most-Favored Nation Status (MFN) or

the Nomal Trade Relations (NTR), and other trade and

investment benefits embodied in the Generalized System of

Preferences (GSP), the US Expo巾Import Bank (EXIM

Bank), the Maritime Administration Funding (MARAD), the

Overseas Private Investment Corporation (OPIC), the US

Agency for Intemational Development (USA皿).

The abQVe targetS and measures reflect a contradiction in

the US policy ofembargo and sanctions against Vietnam. On

the one hand, the US Govemment wants Vietnam to develop

a market economy and integrate it into the world economy,

that is, tO build an open market economy. While on the other

hand, it uses its embargo and sanctions as obstacles to con-

tain VIetnam from its renovation process toward an open

market economy, Particularly since 1986 when Vietnam

Started its policy of comprehensive renovation implying the

building of a multi-SeCtOr COmmOdity economy, eXPanding

its economic relations with other countries, PrOmOting its

economic amance with the natlOnS in Southeast Asia and the

Asia- Paclfic reglOn and the world. particIPating in the activ-

ities of intemational economic organizations, and laylng

StreSS On the important role of the United States.

=. 1MPACTS ON VIETNAM

US embargo and sanctions have in fact caused Vietnam a

lot `f d砺・聞方es, the severity of which has been diiferent

depending on the diiferent historical periods, and it has been

lessenlng aS time went by.
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During the period pnor to 1975, US embargo and sanc-

tions had minor effects on Vietnam, Or aS it was evaluated by

Prof二Brown, ``the embargo had皿1e direct e熊融’’(Brown,

1.997, P. 203), because during this period, firstly Viet Minh

(195 1-1954) and then the Democratic Republic of Vietnam

OVorth VIetnam, 1954-1975), Were ′SuPPOrted by socialist

nations and movements who provided them with different

kinds of assistance rangmg from weapons to food and tech-

noIogleS, they had almost no economic relations with the

United States as well as with other Westem countries, there-

fore, it made no difference whether US embargo and sanc-

tions were there or not.

Tb the period of 1976-1985, Vietnam faced a large and

Cumulative deal ofdi飾culties. It had to restore the economy

Which had been badly damaged during the very long war

(SeVeral decades under the French and two decades under

the Americans) at the same time with the implementation of

the new industrialization policy in the context when the aid

from socialist countries was falling while the US embargo

and sanctions were strengthened. One might notice that the

US embargo and sanctions during this period had posed

rather drastic e節ects on VIetnam, tuming Vietnam to be

more isolated from the world and pulling deeper into the

domestic social and economic crisis. During the period of

ten years after the War, the social and economic situation in

Vietnam had become worse and worse with the triple-digit

inflation (700-800% per year) proIonged for many years; the

SeVere Shortage of food and consumption goods; the large

US aid which had been used to feed the whole consumption

SOCiety of South Vietnam with over 20 million people was

no Ionger available; industrial and agricu血ral production

lO8

and services all went down and were unable to create new

jobs; While unempIoyment became more serious with

almost two million empIoyees of the old Saigon

Administration and Amy lost theirjobs and about l million

yOungSterS greW uP tO enter the labor market but failed to

find jobs, nOt yet tO mention of a large number of soldiers

demobilized; in addition, the economic policies character-

ized byりvoluntarism,, and restrictions on free trade had

become the obstacles impeding the development of a multi-

SeCtOr COmmOdity economy, etC. All these challenges were

multiplied by the US embargo arld sanctions which prevent-

ed Vietnam from approaching the assistances from outside

and provoked sabotage from inside, tummg the situation

from bad to worse. The US embargo during this period was

like a shaIP knife cutting further and deeper into the wounds

Of the war which were already hard to heal, nOW became

even harder to heal.

During the period of 1986-1992, the positive and nega-

tive impacts ofthe US embargo on Vietnam became inter-

ming看ed. Vietnam s刷faced a lot ofd冊culties, but had

found the way out, both interna-1y and external-y.

Domestjca=y, it was the comprehensive renovation of the

economic and socia=ife. Extemally, it was the appropriate

intemationa! treatment which he!ped Vietnam to find new

PartnerS and supporters through the policy of making

friend with a】I nations and mu刷ateralization and diversi-

fication of internationaI reIations. The renovation process

along with the policy of developing a multi-SeCtOr COm-

modity eapnomy, fighting bureaucracy and corruption and

abo!ishing subsidies had encouraged all sociaI strata, Stim-

ulated all economic sectors and promoted the deve-opment
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of industries, agriculture and services, PrOduclng an

increaslng amOunt Of goods for the society, Particularly

agrlCultural products and food’「educlng the scarcity of

consumer goods, bringing Vietnam from an importer of l

mi11ion tons ofgrain a year to an exporter of l m冊on tons

ofrice in 1989 and 2-3 mi=ion tons annua=y during the

fo11owing years, Stabilizing the socio-eCOnOmic situation’

lowering the annua=riple-digit illflation to a rate of

around lO% per year.

Regarding forelgn eCOnOmic relations’the number of

companies from East and Southeast Asia invested in

Vietnam have increased since the promulgation of the Law

on Forelgn Direct Investment in December 1987’eXCePt

for about two years under the Asian financial crisis. The

volume of Vietnam’s export and import with the countries

in the reglOn has also risen. These new sources have m Part

compensated for the cut of aid from the fomer USSR and

other socialist countries, and more importantly, they have

created a new business atmosphere and a new way of

developmg foreign economic relations in Vietnam’nOt

solely relying on forelgn aid as it was the case during the

PreVious period.

Tb the early 1990s, many Changes in the economic rela-

tions between Vietnam and other countries have taken

place・ Some forelgn COmPanies and gove「nments were

hesitating to assist or invest in Vietnam due ‘o the US

embargo and sanctions. A survey of 27 top Japanese com-

panies indicated that the US trade embargo was regarded

to be the biggest stumbling block to enter Vietnam

(Freeman, P. 17). Meanwhile, many COmPanies and gov-

110

emments from other countries came to invest in and help

Vietnam, despite the US embargo against Vietnam. In

November 1991, the Govemment of Singapore decided to

lift its own investment ban on Vietnam. In 1992, the

Japanese Govemment and several other govemments and

intemational financial institutions pledged to grant devel-

OPment aid to Vietnam. It may be true to say that the ren-

OVation policy of developing an open and multi-SeCtOr

COmmOdity economy of Vietnam during this period had

helped Vietnam to escape from the internal socio-eCOnOm-

ic crisis and limit the US blockade and isolation of

Vietnam in the intemational arena.

In the period from 1992 to July 1995 when the US

President Bi11 Clinton announced the normalization of

dipIomatic relations with Vietnam, the social and eco-

nomic situation in Vietnam and its relations with other

COuntries had been much more improved. Domestically,

Vietnam recorded an average annual economic growth

rate of about 8%. Externally, mOre and more nations had

established diplomatic relations and developed economic

ties with Vietnam. A noteworthy event during this period

was the Donors Conference held for the first time in Paris

With the presence of the representatives from 23 nations

and 17 international organizations, Who committed to

help Vietnam in its economic reconstruction and devel-

OPment, OPenlng a neW Phase of the expansion of

Vietnam’s foreign economic relations. This showed that

Vietnam had basically escaped from the blockade and

isolation. The US embargo and sanctions had no Ionger

CauSed widespread adverse effects on different areas of

activities of Vietnam as it did previously. They had,
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instead’by then affected mainly the relations between

Vietnam and the United States, Particularly prevented the

US companies from investing m Vietnam, Offering the

Vietnamese marke=o companies from countries other

than the United States.

After 1995, though the United States has announced

the normalization of relations with Vietnam, the relation-

Ship between the two countries has notyet been rea=y noト

ma看言t is st川under a process of construction, SeVeral

measures of the embargo and sanctions against Vietnam

have not yet been =fted’and Vietnam has not yet been

granted the status of “Nomal Trading Relations,, (NTR)

With the United States. As it was commented by Prof.

Brown, “The United States, Ofcourse, has never had nor-

mal relations with Vietnam, North or South, Or With the

Vietnamese people... In this context言t is d聞cult to know

What normal rea11y means. What is certain, however, is

that norma!ization is a process…" and to the present time

(1997 - the time the paper was written), ``/he US rc’lation-

訪小高lh Vietnam I・emains j中#on7 `norma/’...,’(Brown,

1993, P. 10, and 1997, P. 200). The emba「go and sanctions

have still caused disadvantages to the relationship between

the two countries, though the extent of effect has been

lessened and concentrated mainly on the volume of

imports and expo「ts between the two countries due to the

high tariff rates as the廿ade Agreement has not yet been

Signed’hence Vietnam has not yet been granted the MFN

Or NTR status.

Some ofthe losses to Vietnam due to the US embargo and

Withholding of its MFN or NTR status have been calculated

=2

in quantdy in two research works, One WaS by Prof. Emest H.

Preeg and the other by two World Bank experts Emiko

Fukase and Will Martin.

According to Prof Preeg, US sanction on US imports

from Vietnam through withholding of MFN status and,

related to this, tariff pref訂ences under GSP has had ``the

greatest “`れerse一′npaC'/ by far on the Vietnamese econo-

my’’. In 1997, for instance, less than 5% of Vietnamese

exports went to the United States, COmPared with an average

of 19%　for the other ASEAN countries. With the total

Vietnamese exports of $8.7 billion in 1997, this represented

a diiferentia=oss to Vietnam of more than $l billion, muCh

if not most of which can be attributed to the withholding of

nomal, MFN access to the US market (Preeg, P. 4-6, 4-7

and 4-9) (See also Table 9). The loss of$l b皿on was cal-

Culated in just one year, WOuld this figure be possibly raised

to $24 b皿on if they were to be calculated for the whole

Period of24 years from 1976 to 1999?

TabIe9: JS exports to and imports from ASEAN membe「

StateS for the firs川aIf of 1997 and 1998 ($ m冊on)

B「unei“ �Myanm履r �indonesla �しaos �MaIaysla 

丁ota=m叩巾s 江口997(Jan-Jun) �26.50 �54.10 �4.201.30 �7.00 �8,297.20 

TotaiExports 高1997(Jan・Jun) �70.00 �11.20 �2.576.10 �1.30 �5,326.80 

Tota=mports 活1998(Jan-Jun) �66.74 �12.31 �4.353.36 �10.67 �8,722.49 

TotaiExports jn1998(Jan-Jun) �73,61 �73.43 �1.072.89 �2.79 �4,973.76 
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丁he Ph冊pplnes �Singapore �Tha‖and �VIetnam �Cambodla’ 

Tota=mports in97(Jan-Jun) �4,710、60 �9,690.70 �5,261.73 �219,80 �18.10 

TotaIExports 高1997(Jan-J囲) �3,774.90 �87.289.00 �2,601.71 �144.00 �14.30 

Tota=mports ln1998(Jan-J…〉 �5.761.09 �7,673.95 �5,740.10 �245.45 �129.22 

TotalExports in1998(Jan-Jun) �3,417.50 �77.745.53 �3,62十90 �131.60 �5.06 

’ By rhe lime lhe paper w∂S CO叩Ie/ed, C∂mbodla h∂d lhe obseWerslaIus hASEAN.

青書In 7997 1he ASEAN coun面es share oI to/a/ expo万e go/ng to /he Ur)iled Sねles

WeIe偽faysia 79%, /ndones,a 14%, Shgapore /8%タ7t)∂//and 19%, Phl/肋nes

鎚%, and average ofa〃ASEAN counl′fes o鵬r Man Wetnam was 79%竹eeg, P

4-6, and Endnotes 4, p. 4-22).

5加脇・DavId G, BIOWn, SoulheastAsia.. One YbarA相er肋e Ouめreak of the

F存7anCiaI C万s/S, ∂nd Po/iey /mp〃cafron for肋e Un/ted S融es, SpecIa/ R印o旬

Asla Program・ the Wbodrow Wson Cente/ November 7998, p・ 26・

The impacts of US embango and sanctions on Vietnam were

also very obviously reflected in the area of investmeIlt. After the

US Govemment announced the lifting its embargo and sanc-

tions agaInSt Vietnam and started to nomalize its relations with

Vietnam, from 1995 to the middle of 1999 about 4co US com_

Panies have invested in Vietnam with a committed amount of

around $l.3 billion. It was obvious that during the earlier years

no US companies we`℃ pemitted to invest in Vietnam due to

the embargo, hence such an investment was not made pessible・

The damage made by the US embargo on vIetnam’s

imports from the US was not large because ofthe fact that

imports from the United States accounted for only 3% of the

tota=mport value of VIetnam due to Vletnam’s limited pur-

重!4

Chasing power and its market direction has been oriented

toward other cheaper sources of imports.

Tb caIculate in more details the adverse impacts on

Vicmam’s exports to the United States caused by the high tar-

i鯖i due to the US withholding of its MFN status in the trade

relationship with VIetnam, Fukase and Martin worked out a list

Of 42 items whlCh accounted for 99.9% of total US imports

from VIetnam in 1996 (嶋ble 2, P. 5) and bascd on it to analyze

the rises and fa11s in the trade relations betw′een the two coun-

tries. The results of the study were reflected in Table lO by

Which Vietnam’s exIrortS tO the United States in 1996言f the

MFN status was granted, “tl'Ol/I(/ moI・e (har?くわ!/blc’’’. with an

increase of $430 mmion plus to the actual figure of$337.5 mil-

1ion, reSulting in a total of $767.5 million. According to this

table, mOSt Of Viemam’s exportS tO the US we「e more likely to

increase・ amOng Which apparel exIrortS Showed a pessibility of

the highes( growth 「ate of more than珊een times (l,5 12%),

followed by basic manufactu「ing w皿an inc「ease ofover three

times (329の・ TWo industries may increase over twofold each

including electronics and machine「y (284%) and textiles

(241 %); tWO industries may increase over 100% each including

light manufacturing (147%) and beverage and [obacco ( 1 25%).

Some sccto「s may mCreaSe less than 100% including chemical,

…bber and plastics (64の, PrOCeSSed agriculture (19%); Only

One grOuP Of p「oducts in the sector of ag「iculture and forestry

would record a fall of l%.

Beside the US market, the US granting ofMFN or NTR sta-

tus to Viet-1am may also enable VIetnam to raise its exports to the

COuntries other than the United States with a total va!ue of$250

m冊on, Of which apparels would rise by 38%; beverage and

tobacco up by 18%; Chemicai, 「ubbe「and p!astics up by 14%; On
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the contraIγ, SeVeral other exports may decrease, incIuding raw

PrOducts of agriculture and forestr)′, light manufactu血g, elec-

tronics and machiner}′ eaCh ofwhich wou!d be possibly down by

3%; PrOCeSSed agriculture and texti!es each down by 2%, basic

manufacturing down by l% (Fukase and Ma血, PP. 11-12).

This means that the losses caused by the embargo which pre-

Vented Vietnam from exporting to the US and other markets

WOuld be double ($680 m冊on) compared to the real volum。 Of

Vietnam’s exports to the US market in 1996 ($337,5 m冊oll).

Accordingly, ifthe possible increases in VIetnam・s export to the

United States and that to other countries were to be combined

When the United States granted its MFN or NTR status to

VIetnam’the then total expo血crease and the c皿ent aCtua。ig-

ure ofVietnam,s export to the United States and relatcd markets

WOuid be ′hree ′i”’eS aS muCh as of the c皿ent figure.

鴫ble lO: Changes in Vietnam,s output & exports to the Jnjted

States and the wo「Id when JS MFN status was

granted to Vietnam

Changes ��jnExports ��ChangesinOutput 

ValueChanges ��Pe「Centage Changes �� 

容三 　重 �葬 �e需 �o 喜寿 �き �- 

婆 �毒害 “こ �空き 宝卒 �○○●●●一〇 窪 �∈ le `こ �釜 諌 

塵讐 �詳 �塵⊃ �貧室 山 �o 芦 �二つ 

AGR �Ag「icultu「e andfo「esけY �・2,0 �-3十0 �-1.0 �-3.0 �-0.7 �0.00 

PAC �P「ocessed ag「icuIture �10.0 �-21.0 �19.0 �-2.0 �-2.0 �000 

B丁P �Beve「ageand tobacc○ �1.0 �1.0 �125.0 �18.0 �-1.2 �000 

COG �Coal,O暗qas �3.0 �・5.0 �4.0 �0,0 �-0.5 �0.00 

丁EX �丁ex聞es �0.4 �」.0 �241.0 �・2.0 �7.0 �-0.03 

116

Changes ��inExports ��Changes �ihOu(put 

ValueChanges ��Perce Cha �n館ge 噂eS � 

合三 　E �詫 �e支 �○ 雲呑 �き �ミミ 

詣 �至言 �詳 �.●●ヽ○○′ 龍 山」 �与 の `: �○ 房 
詳 �起つ ��董 > �二) 

C」O �CIo(h両 �384.0 �332.0 �1,512、0 �38.0 �31.0 �0.10 

しMF �　巾ht Manufactu「ing �23.0 �-28.0 �1I47.0 �-3.0 �-3.0 �0,00 

BMF �　Basic Manufact〕「ing �4.0 �-十0 �329.0 �-十0 �-2.0 �0.00 

CRP �Chemica上 rubbe「, piasli∞ �12,0 �11,0 �64.0 �14.0 �2.0 �0.00 

MCE �Electro[ics andMach小e �1.0 �・2.0 �284.0 �・3.0 �-2,0 �0.00 

PCP �Petroleum P「Oduc(S � � � � �-0.1 �0.00 

丁RP �T「ansport equiPme[t � � � � �互3 �0、01 

千〇taI �430.0 �250.0 � � � � 

5o附e.’Fukase and Marlin,ねbIe 4, p. 71 andねb/e 5, p. 13

In Table ]O the possible increases and decreases in the

OutPutS Of severa=Jldust「ies in the two countries once

MFN status were gI-anted were also taken in to account.
’rhe Tbble shows that Vielnam wou漢d have three industries

Whose outputs would increase, Of which garments would

gai11 the highest growth rate (31の, fo1lowed by textiles

(7の, thell Chemicfll, 「uhber aIld plastics (2の・ The outputs

Of othe「 industries would, On the other hand, decrease,

among which the biggest drop WOuld be in the a「ea of

transport equipment (4.3%), 1ight manufacturing (3%),

basic manufacturing, electronics and machinery, and

PrOCeSSed agriculture (each secto「 down by 2の, beverage

and tobacco (1.2%), agriculture and forestry (-0.7の, COal,
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Oil and gas (-0.5の, and pelroleum products (-0.1%)・ As

for the US side, the growth and fa11 would be very margln-

al, Only one sector, namely lransport equipment, WaS found

With a possible decline of output of about O.01%, While

nine other secto「s may keep unchanged with their outputs

Standing at O%. These include agrlCulture and forestry,

basic manufacturing, beverage and tobacc‘O, COal, Oil and

gas, Chemical, rubber and plastics, light manufacturing,

electronics and machinery, PrOCeSSed agrlCulture, and

PetrOleum products. There are two sectors whose outputs

might decrease just a little, namely garments (-0.1%) and

texliles (-0.03嘱).

Table l =ndlCateS SeVeral m糾or and general outcomes

to both Vietnam and the United States once the United

States had granted its MFN or NTR status to Vietnam.

According to this lbble, Vietnam would with the US MFN

Or NTR be able to raise the total volし皿e Of its export by

2.1% and the terms ofltS forelgn tl・ade by l.5%, hence its

total export value WOuld increase by 3.6%. The eammgS in

forelgn CurrenCy from cxpo「ts would thcrefore also I-isc

thank to the increase in export value, C「lab11ng Vietnam to

have more money to support its imports, and throしIgh the

growth in lmPOrtS Obtam an increase in its tar軒revenucs of

about $44 million. Thc improvements m the emciency of

forelgn trade would thus lead to the more ratlOna圧ca=oca-

t10n Of rcsources which enables Vietnam to ralSe the total

efficiency ofthe whole economy (e.g. to improve the gen-

eral equivalent variation - the EV). to increase the camings

for the economy by $118 m岨on, Of which the mCreaSe

thanks to the improvement of the tems of forelgn trade

WOuld be $73 million and the lnCreaSe in eamlngS Obtained

l18

from rational reallocation of resources would be $45山上

1ion. In accordance with the increase in the income of the

whole economy along with the more suitable reallocatlOn

ofresources, Particularly the three maJOr reSOurCeS Oflabor,

capital and land, the income of the workers and that from

investment retums also increased言n which the wages of

the skilled workers and unsk川ed laborers would rise by

l.4% and l.6% respectively, While investment p「ofits

would be up by l.3%. On the contrary, the eammgS from

land would fall by 2.9%.

The calculations presented above are based on the statis-

tics ofjust one year, 1996, therefore the results only showed

the rise and fal=n 1996 alone. As for the long-run, the two

authors Fukase and Martin suggested that Vietnam may ben-

efit as China has got when the United States granted its MFN

or NTR status to Vietnam, because of the similarity in the

trade pattems of the two countrleS.

There would be certain impacts on the United States

when its MFN or NTR status were to be granted to

Vietnam, but these impacts would not be as big as those on

Vietnam, The US economy might receive $77 million

thanks to the better reallocation of resources but, On the

other hand, they migh=ose $21 mi‖ion due to the down-

grade of its terms of forelgn t「ade as the US d⊂mand for

imports fi.om Vietnam is presumably to rise. To sum up, the

US economy would possibly benefit only $56 million・

which is less than a halfofthe total $118 m川ion to be

eamed dy Vietnam.
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鴫ble =: Key 「esults ofthe JS g「anting MFN status

fo「 Vietnam

Elasticlty ��Eiasticity ��Eiastoity 

S屯nda「d ��M面us50% ��Pius50% 

VN �JS �VN �US �VN �US 

ExportVaIue(%) �3.6 �0.010 �0.9 �0.002 �12.1 �0,040 

与xp〇万Phce(%) �1.5 �-0.002 �0.6 �-0.001 �3.3 �・0.005 

ExpoHVoIume/絢 �2.1 �0,010 �0.3 �0.003 �8.8 �0.040 

P「icelndex(%) �0.8 �0.000 �工7 �-0,010 �0.4 �0.000 

Rea冊comepe「 Capita(%) �0.9 �0.001 �0.4 �0.000 �2.4 �-0.003 

TariffReveⅢeS($mii. �44.0 �3.000 �10.0 �-16.000 �150.0 �60.000 

ReaiRetumthanksto P「oductionFacto「s � � � � � � 

Land/絢 �-2.9 �0.02 �-0.5 �0.01 �・9.5 �0.06 

UnskMedLabor(%) �1.6 �0、00 �0.6 �0.00 �4.1 �0.00 

Sk侮dLabor(%) �1.4 �0.00 �0.6 �0.00 �3.5 �0.00 

CapiIa//%) �1.3 �0.00 �0.6 �0.00 �3.1 �0.00 

De∞mPOSition OfEqulvalen書 Variafbn(EV) � � � � � � 

TotalEV($mlし) Ofwhich �118 �56 �51 �9 �315 �175 

A〃ocative Component($mり �45 �77 �12 �20 �151 �231 

Te刑soITrade Component/$mり �73 �-21 �39 �-11 �164 �-56 

S復4以’Fukase and MaH/n, fabIe 6, p. 14

Ⅲ. iMPACTS ON THE JNITED STATES

It has become a mode in a number of US universities to

teach what is called “win-Win game” theory or policy in

Which both sides win. Ir- the case of the US embargo and
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sanctions against Vietnam言t was certainly not a “win-Win

game・・, nOr a ・・win-1oose game,, as it was presumed when the

game started; aS the time passed such kind of embargo and

sanction policy has tumed to be待a loose-loose game’’’an

outcome which would surely not be as what was expected by

the United States 20 years ago.

Through the ups and downs of the Vietnam-US relation-

ship, many PeOPle in the United States have gradually and

increasingly realized that the US embargo and sanctions

against Vietnam caused adverse impacts not only on

Vietnam, but also on the United States, Particularly since the

late 1980s to the present tlme.

いWhile the thrust of American policy has been to ISOlate

Vietnam, the United States increaslngly finds itself isolated

over that policy’’(W皿ams, P. 79).

The above assessment by Michael C. W皿ams about the

impacts on the United States caused by its embargo and sanc-

tjons against Vietnam is quite true. It not only revealed the

main purpose of the embargo as =to ISOlate Vietnam,’’but

also indicated the entire process of the lmPlementatlOn Of this

policy along with the changes in the situatlOn Of those who

imposed it and those who suffered it. Reviewlng the impacts

ofthe US embargo and sanctions against Vietnam言t is pos-

sible to see how much they were on the United States itself

during different phases. During the period of 1976-1 985, for

instance, When Vietnam had to face with many di飾culties’

US embargo and sanctions had made Vietnam more di飾cult

and more isolated. In the period from 1986 up to now, the

social and economic s血ation in Vietnam has been much

improved and forelgn relations have been more expanded as
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a result of its comprehensive renovation policy, the negative

effects of the US embargo on Vietnam have been lessened,

While those on the US companies have become greater and

the United States has become increaslngly isolated from the

WOrld because of its own policy.

``The intemational response to the VIetnamese economic

refom initiative was broadly positive except for the United

States. Japan was first and foremost in building commercial

ties supported by a large bilateral economic aid program

COnCentrated on infrastructure prqjects. ASEAN and some

European countries.." mOVed forward quickly in 1989... In

Parallel, the World Bank provided policy advice on econom-

ic refoms… and restored its landing program... The United

States thus became odd nation out in the rapidly openlng

Vietnamese economic relationship… Vietnam became wide-

1y viewed as a potential new Asian tiger of sustained high

economic growth and market oppo巾Inity and American

COmPanies became concemed about being left behind as

Asian and European competitors rushed to establish them_

Selves in the Viemamese market’’(Preeg, P. 4-2).

The losses to the United States due to their own embargo

and sanctions were reflected in all three areas of impert,

export and investment, Of which the greatest we「e the losses

in export, followed by investment and then import.

According to Emest H. Preeg, a=he time the United S†ates

lifted the embargo on Vietnam in 1994, US market share in

Vietnam was Iess than l% of Vietnam’s total merchandise

impo「ts of$6 b皿on. Compared with a US market share of 12

[o 20% in other ASEAN countries,皿s equates to a loss of

$700 million to $l.2 billion in US exports. Tb 1996, When

122

Vietnam’s total import value rose to $14 bi11ion, the US

exports still accounted for below 5% of the import market

Share of Vietnam, aS COmPared to the US market share in

Other ASEAN countries, this implies an even greater loss of

$1-2 billion. If the US export of services, Which covered 27%

Of total US exports, WaS taken into account, the total loss in

US exports to Vietnam in 1996 increased to $l.3-$2・6 billion.

In respect of investment, the embargo and sanctions pre-

vented the US companies to enter Vietnam during the peri-

od from late 1987　when the Law on Foreign Direct

Investmeni was issued to 3rd February 1994 when President

Bi11 Clinton announced the lifting of the embargo against

Vietnam. After six years being prevented, US companies,

having aggressive investment strategies and recognition by

the Vietnamese govemment of the high technical standards

and management competence of US companies, quickly

entered Vietnam market and only 2-3 years later became

one of ten m可or investors in Vietnam. Thanks to this the

US companies have been able to overcome their weakness

caused by the delay’hence高the overall adverse impact of

unilateral sanctions has been less severe for US investment

than for exports’’(Preeg, P. 4-11).

The embargo,s impacts on US imports were not large.

Though the imports from Vietnam to the United States may

be cheap or profitable for the US consumers, the same kinds

ofgoods from Asja have now been abundant in the US mar-

ket. This causes a fierce competition against US domestic

producers, and because of that the US Govemment has

imposed quotas to wearlng aPParel and textiles from for-

elgn COuntries.
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Thus, the US embargo and sanctions against Vietnam

though did not cause as many di飾culties to the United States

as they did to Vietnam, they had in fact caused adverse

effects on the United States, both qualitatively and quantita-

tively, and made up a loose-1oose game to both sides. Such a

game cannot avoid being brought to an end by the very one

who initiated it.

1V,しiFTiNG THE EMBARGO

Although more and more Americans have been aware that

the trade embargo has become disadvantageous to the United

States itself and that it is not fair to keep lmPOSlng the embar-

go on a small country which has never made any harm to the

US interests, it is still di鮒cult for the United States to lift its

embargo against Vietnam, because in the United States along

With the majority who want to remove the emba「go, CIose the

SOrrOW PaSt and open a new bright page ofhistory in the rela-

tionship between the two countries, there is still a number of

people who continue to keep living in hostility and want to

PrOIong the embargo and sanctions against Vietnam, tO drag

On the game that hurts both sides.

Irwin Jay Robinson, a Partner in the law fim ofPhi11ips,

Nitzer, BenJamin, Krim, and Ballon’and Chaiman of the

Vietnam-American Chamber of Commerce wrote followmg

WOrds in September 1993, a few months before the embargo

lifted, “The fact is that our [American] Govemment’s poli-

Cies toward Vietnam are dictated by a sman, unrePreSenta-

tive group of selfish people controlling MIA/POW organiza-

tions who are stabbing American business and labor in the

heart... [by] the foolishness and futility of its embargo…
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Tragically, We have failed to take advantage of the opportu-

nities that exist to work out long-tem relationship with the

Vietnamese Govemment and people who will help both our

business and security interests‥. The current US

Govemment policy of allowlng American companies to sign

contracts to trade with and/or invest in Vietnam but pro-

hibiting them from implementing such contracts is hypocrit-

ical in the extreme, The current US Govemment policy of

allowmg the IMF, the World Bank, and the Asian

Development Bank to extend loans and assistance to

Vietnam without permitting American companies to partici-

pate in the prqjects generated by such loans and assistance is

simply preposterous. Finally, America must stop punishing

itself with its memories of the Vietnam War’’(Robinson, I. J.,

1993,P. 11 and 18).

In 1993, Senator John F. Kerry also wrote, =The time has

come for us to replace the hostility and mistrust of the last

eighteen years with reconciliation and reconstruction. We

can build a mutual beneficial relationship with Vietnam if we

have the courage and the foresight to do it’’(Kerry, P. 15).

In the early 1994, Senator John McCain wrote in an arti-

cle titled =励proved ′ela‘ions serve US’fn/eres話’, ``I support

it [the improvement of the relationship with Vietnam-D]

because I believe such a move is in the interests ofthe United

States, aS We11 as the people ofVIetnam’’(McCain, P. 10).

In the context of non-Clear-differentiation of who being

superior between a decreaslng number of aggressive people

who have a louder voice and want to proIong the embargo

and sanctions against Vietnam versus an increasing number

ofmoderates who want to put an end to the tense relationship
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and remove the embargo and sanctions and establish a

friendly, COOPerative and mutual beneficial relationship

between Vietnam and the United States. the Road Map which

was amounced by the Administration of President Bush in

Apri=991 as a timetable for nomalization ofrelations with

Vietnam, WaS a研g and reali証4砂I・らan aCCePtable instru-

ment to be used for the phase-Out Of the embargo. In tems

of the equality and mutual respect among independent and

soverelgn nations in the modem world・ the Road Map is not

yet a gesture of equality because it was an unilateral impos主

tion on a weak country (Vietnam) by a pewer餌nation (US)

in which the stronger forced the weaker to comply to the con-

ditions of the stronger. In tems of goodwi‖・ however・ the

Road Map is really a good will, it reflects an expectation to

remove the obstacles or the bottleneck existing in the rela-

tionship between the two countries. In practice, the Road

Map is really an important efrort to concretize the rules and

acts, tO reCOnCile the di鯖erent oplnions and to moderate the

diiferent factions in the United States in order to b「ing the

relationship between the two countries out of its impasse,

divide the process of lifting the embargo into specific steps

and actions to reach practical results・ reSOIve d聞culties pre-

vailing through several decades with an aim to cIose the past

and open a new page in the histo「y o白he relationship

between the two nations.

The Road Map lmPlies the conditions’the instruments

and the concrete steps oriented toward the l蘭ng of the

embargo and the nomalization the dipIomatic relations

between Vietnam and the United States. These conditions

and instruments are connected by the United States in a
“Four-Phase Road Map,’(Preeg, P. 4-3). Vietnam had never
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officia=y recognized the Road Map as it was a unilateral

scheme set up by the United States. But as it was analyzed

earlier, Vietnam has been realistica11y minded in collabora-

tion with the United States in dealing with the humanitarian

issues such as the MIAs, POWs and several other matters

whlCh Vietnam found reasonable. What Vietnam has done is

also in thc interests of the United States, meeting the US

requlrementS POinted out in the Road Map’SO they have been

accepted by the United States as the factors enabling the US

Govemment to gradually loosen its embargo and sanctions

against Vietnam.

A year after the announcement of the Road Map by the

United States, there had been a number of positive outcomes

in the Vietnam-US cooperation, Particularly those relating to

the soIving the MIAs issue, the implementatlon of the Paris

Peace Treaty on Cambodia, and the creation of favorable

conditions for the Vietnamese immlgrantS tO Orderly depart

to the United States. In response to those positive results, the

Administration ofPresident Bush started in the early of 1992

the lmPlementation ofthe FlrSt Phase ofthe Road Map再art-

1y loosemng the embargo by lifting the restrictions on the US

citizens traveling to Vietnam and opemng dipIomatlC negOti-

atlOnS With Vietnam. Tb December ofthe same year the Bush

Administration made another move to implement the Second

Phase by opemng Representative Offices in Washington and

Hanoi to further boost up the ties between the two countries,

pe「mlttlng US companleS tO OPen their o飾ces and sign con-

tracts in Vietnam, and implementing a number of measures

to promote and support their trade and investment in

Vietnam, but not yet a11owmg these companies to execute

their trade and investment con億acts,
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Under the Clinton Administration, the cooperation

between Vietnam and the Unlted States in humanitarian

issues’Particularly the one concemlng MIAs, has been con-

tinumg and has reached greater progresses. on the 3rd

February 1994, President Clinton amounced the launch of

the Third Phase lifting the US embargo on its trade and

investment in Vietnam (Preeg, P. 4-3). After this decision

WaS taken’a Series ofUS companies have come to engage in

investment and business in Vietnam.

On the鉦st anniversary of the l軸ng o川Ie embargo, the

Vietnam Business Joumal (Jan-Feb., 1995) infomed as fol-

lows in one of its articles entitled高Embar.go A,7′7i、′C,′・SaI宮

“since Februar)′ 「1994】… On the list offoreign investment by

COuntry… the US’s rise in 「ank... ahead of Thailand (13),

Russia (15), Canada (18), and alina (28), tO number twelve

at the year end. With 28 projects worth a do11ar commitment

Of more than $270 million… the newly fomalized American

Chamber of Commerce in Hanoi and HCMC, already boasト

mg nearly 90 members in Hanoi alone, a11 US companies.,,

These lines expressed the satisfaction ofし丁S businessmen a

year afler the embargo皿ed, OPemng OPPOrtunities for them

to do business in Vietnam.

HoweveL in the same issue of the Joumal a survey was

made to interview US companies and it was found tha=hese

COmPanies were not very active yet’though they hこIVe entered

Vietnam and had high expectations on the Vietnamese markeし

皿e following seven reasons referred to in their answers reflect-

ed their reluctance and inactiveness in investment in Vietrlam:

l. La`・k Qflaw’.. “The reason why Americans have not been

as active may be because American businessmen are
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ruled by lawyers, and their lawyers are saylng Wait, and

that Vietnam is not ready yet’’(Ross NichoIson,

Vietnam Count「y Manager, DHL EXPRESS).

2. BLlrea祐′・a`ツ・・ “I don’t see the interest... as bureaucracy

dwindles… It’s been five months since we submitted

Our land use pemit - five months in bureaucracy, and

even the SCCI is aggravated. Everybody and his grand-

mother need to Iook at it’’(AI DeMatteis, Director of

OPerations, DEM丁TEIS VIETNAM, President,

AMCHAM).

3. Poor /所a∫肋〔廟re.・ “Presently, infrastructure of all

types is needed, but so far it’s been sIow to put into

Place” (James Tdylor, Senior PaIlner, STROOCK &

STROOCK & LAVAN).

4. Non-MFN S[alL‘S・. “The liffing of the embargo was the

biggest non-eVent Of the year. I am concemed that...

gran血g of MFN status by the US govemmen=o

Vietnam... is still one or two years away. At the same

time I believe that the Clinton Administration is too

Slow in li鮎ng EXIM Bank restrictions that limit avail-

ability of concessional interest rates to US companies

Seeking to do business’’(Raymond Eaton, alaiman,

EXroRT TRADE AND DEVELOPMENT)

5・ La(’k `串hort-/C′.〃7 i′Zte′‾CTl・’“Those in it for quick buck,

it’s not gomg tO happen. We are in it for the long Iun...

We’1l sti11 be here in 15 years.’’(Steve Oman, Chief

Resident Representative, IBM).

6. Un。ertainty.. ``…　a Situation that’s sti‖ uncertain.

There’s more urgency on the part of the Vietnamese in
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developlng their framework to make fo「elgnerS COm-

fortable to do business here’’ (Chuck M. Searcy,

Country Manager, VIETNAM VETERANS OF

AMERICA FOUNDATION).

7. rhe cmbaI・gO証ill ;n pIa(・e・・ ``A number of issues that

inhibit investment remain outstanding. We (the US

Govemment) haven’t nomalized trade relations or

dipIomatic relations - in effect we still have an embaト

go on Vietnamese trade imports. As a consequence, the

type of early stage US investments, gament, teXtile,

low-teCh industries… all the problems in investing m…

emerging market’’(Jeff Swiggett, Regional DlreCtOr,

CT&D CORP).

Some of the above mentioned ideas by US businessmen

referred to the social and economic policies and the infra-

structure of Vietnam. The US business circle also let us know

that with the l皿ng of the embargo, a number of impedi-

ments to Vietnam-US economic relations haS been removed,

but there are∴Sti11 major outstanding problems such as the

Bilateral Trade Agreement and the MFN or NTR status yet to

be done until the nomalization of the relationship between

lhe two count「ies. These matters will be fuIlher discussed in

the fo11owmg PartS.
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PART THREE

NORMA」音ZATION

PたR音0D

(SINCE 1995)

On …h July 1995 the US Hesident Bill Clinton fomally

amounced白the nomalization of diplomatic relations with

Vietnam’’(Clinton, P, 55l-552). In this amouncement he

emphasized “nomalization of our (USA) relations with

Vietnam is not the end of our effort:’He pointed out a num-

ber of issues that the United States has intended to accomplish

before and after the announcement of the normalization of

diplomatic relations with Vietnam・ including the fo11owing:

● Firstly, regarding the M規s and PO脇/ss鵜S, he realized

that since the time he anounced the睡ing of the trade

embargo against Vietnam in February 1994負In 17

months, Hanoi has taken im重rortant StePS tO help us resoIve

many cases.,, He believed =With this new relationship・ We

will be able to make more progress… and Vietnam has

pledged it wi11 continue to help us find answers.’’
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● Secondly, in respect to the c`iOnOmi`・ relations, he said・

・・we will begin to nomalize our trade relations with

Vietnam, Whose economy lS nOW liberalizing and inte-

grating into the economy of the Asia-Pacific reglOn.

Our policy will be to implement the appropriate United

States Govemment programs to develop trade with

Vietnam consistent with US laws,’’

● Thirdly, he linked the implementation of the trade pro-

grams with the demand to discuss and realize such

issues as竹oman rights,,,待labor rights’’and ``religious

方eedom’’. He stated, “many Of these programs require

certifications regarding human rights and labor rights

before they can proceed. We have already begun dis-

cussing human right issues with Vietnam, eSPeCially

issues regarding religious freedom. Now we can

expand and strengthen that dialogue.’’

● Fourthly, he recognized the independence of Vietnam’

but at the same time proposed the development of “[he

cause Qf互eedom’’and the ``demo`●rati・、 r4かm’’in

Vietnam in the US terms. He declared, “I... will advance

the cause of freedom in Vietnam, JuSt aS it did in

Eastem Europe and the fomer Soviet Union... engaglng

the Vietnamese on the broad economic front of eco-

nomic reform and the broad f「ont of democratic

refom… Tbday, the Vietnamese are independent・ and

we believe this step wi11 help to extend the reach of

freedom in Vietnam…’’

These are the four maJOr and crucial issues in the rela-

tionship of the two countries, SOme Of which such as the

rows and MIAs issues have been well-managed and gained
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POSitive results thanks to the active cooperation between

Vietnam and the United States. Nevertheless, there sti11 needs

to be greater and more constructive e鮮brts from both sides in

resoIving the other issues in order to build cooperative and

mutual benefit relationship between the two nations.

Though there are sti11 many problems needed to be soIved

by the two countries, We may agree With the assessment of

Christopher Coughlin of Hanoi ’s VATICO who served in the

O飾ce of Congressman BenJamin Gilman, and Chaiman of

the Comm誼ee on Intemational Relations, that with its

tremendou; e舘加s in the nomalization of relations with

VIetnam, ``丁b date, the Clinton Administration has done

more to advance US-Vietnam relations than any

Administration since the war’’(Coughlin, P, 24).

The decision on the normalization of dipIomatic relations

between Vietnam and United States amounced by President

Clinton on 11th July 1995, aS Winston Lord, Assistant

Secretary for East Asian and Pacific A餓証s stated, OPened

“A new phase in US-Vietnam relations’’(Lord, P. 555-556).

In this new phase of Vietnam-US relationship, the war,

embargo and sanctions have been and are to be replaced by

COnStruCtive e餓)rtS tO develop mutual-benefit relations and

multirfeceted cooperation between the two nations.
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Chapter 5

COOPERATION ACROSS

A BROAD RANGE OF ISSUES

Vietnam’s Deputy Prime Minister cum Minister of

Foreign Affairs Nguyen Manh Cam, Stated during and after

his official visit to the United States什om 29th September to

2nd October 1998, that “the United States is a powerful

nation of great potential in 「espec.t of economy, SCience, teCh-

nlque, teChnology and capitaL.. The「efore we (/I[(/(・h g/.e`II

i叫,0’‾lan`・e Io II′C, h,‘i/`/i′7g (在l /0/7g-/C’m7 (/IJ(/ "用/(上旬(.C’/e(/

`10q,e,“io′7高子h I在ul,iIe`/ SI“lc’∫ in compliance to the

implementation of an independent, Se肝reliant and wide-

OPen forelgn POlicy of m両ilateralization and dive「sifica-

tion’’・And on the USside, he said, “through the visit we 「eal-

ized that in the US from the politicians a=he Administration

and Congress to businessmen and members ofsocial and sc主

entific organizations, SChooIs and 「esearch insti{utes, gener-

a11y speaking, all wished to enhance th6 increaslngly exten-

Sive, multifaceted and e餓cient relations with us (VN) on the

basis of mutしIal respect and mしItual benefit’’. AIso in Deputy

Prime Minister Nguyen Manh Cam’s words言n order to

develop those multifaceted relations, “The two sides agreed

(O aCCelerate the trade and ecoI-Omic 「elations dS the fi「st ster)
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to move forward to the fu11 nomalization of I“elations as

ag「eed in 1995 when the two countries established dipIomat-

ic relations,, (ND, 7 and 10 October 1998. Italics).

I, ECONOMIC COOPERATION

l, T「ade

After the normalization of dipIo【natic relations’trade rela-

tions between Viemam and the United States have sti‖ faccd

maJOr Obstacles as the two countries have not yet slgned the

Bilateral Trade Agreement and Vietnam has not been granted

the MFN or NTR status by the United States. As Iong as the

MFN or NTR status was not yet granted to Vietnam, mOSt Of

Vietnam,s exports to the United States dre Subject to high tar-

iff rates. Frank Desiderio, Director of the Vietnam-American

Chamber of Commerce, in an article w「itten in 1995 entitled

…n.“`1ing肌hol‘t MFN:・ compared the diiferences in tariff

rates applied to the three commodities as follows:

WIthMFN �WlthoutMFN 

Certainfootwea「P「Oducts �6% �35% 

Ce「tainw「istwatches �6.25% �80% 

CertalncOttOnaPPa「ei �10% �90% 

(Desldeno, Pp・ 26-27)

Tb 1998, Fukase and Martin ofthe World Bank in anoth-

er resea「ch paper listed 42 items which can be exported from

Vietnam to the United States bu( Subjec=o high tariff rates

due to the non-MFN status (Table 12).
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Table 12: JS tariffs against Viet=a=一)s MFN vs Non-MFN

export 「ates

S州P」∈ AVERAGE(%) ��WEiGHTEDAVERAGE(%) 

19糾I爪po青s ��1絢5i調po青8 ��1996impo青s 

Wei9h( ��Wei9hl ��Weigh( 

G丁AP �De8C巾p(ioh �調戸N �No山肌FN �M戸N �No叶MFN �M「N �No巾MFN �MFN �No巾MFN 

1 �Paddy「ICe �1.7 �6、5 �na �na �na �na �na �na 

2 �Whea( �3.与 �10.0 �na �na �na �na �na �na 

3 �Ce「ealg「ams �0.6 �4.0 �[a �na �na �na �1、4 �3。6 

4 �Vegetables. f「u時nu(S �5、4 �20.8 �0、2 �1.8 �0.3 �2.9 �O音「 �1∴2 

5 �Oiiseeds �8.2 �35,4 �0.0 �1.6 �na �na �0、0 �0.0 

6 �Suga「Cane, S=ga「騰e( �21 �[a �na �na �na �na �2.5 �[a 

7 �Planトbased ¶be「S �0.3 �1.6 �na �[a �na �na �0.0 �0.0 

8 �Cropsn・e.C' �2-8 �18.2 �0.0 �0.0 �0.0 �0.0 �0、0 �0、0 

9 �Bovine∞州e, Sheep,gOatS, ho「ses �O音7 �7,8 �na �na �na �na �na �na 

10 �Animal p「Oduc(Sn、elC音 �1、2 �5、6 �3-1 �12、4 �25 �14.2 �1.5 �111 

12 �WooI,S帖 WO「mCOCOOnS �0.6 �0、0 �na �na �na �na �na �na 

13 �Fo「est「y p「Oduc(S �0.0 �十? �na �na �[a �na �O音O �0.0 

14 �Ma「i[e P「Oduc(S �0.4 �3.9 �0.0 �00 �0.2 �4、2 �0.0 �0.0 

15 �Coai �0.0 �0.0 �00 �00 �na �na �na �na 

16 �Oii �0、2 �0-6 �na �[a �na �[a �0.4 �十3 

17 �Gas �0、0 �0、0 �na �na �[a �na �na �na 

18 � �0∴7 �10。0 �3.4 �7音5 �1.1 �10、0 �1、3 �10.3 

19 �Bovine∽捕e, Sheep,gOat. horsemeat �3.4 �23、9 �na �na �na �na �na �na 

20 �Meatp「Oducts ∩.e、C. �4.7 �23-1 �na �na �na �na �[a �na 

21 �Vegetableoils andfa(S �3.7 �12,8 �0.0 �na �na �na �na �na 

22 �Dai「yp「oduc(S �27、8 �29,9 �na �na �na �na �na �na 

23 � �5.8 �23.6 �8.8 �35-0 �8.8 �350 �8.8 �35.0 
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SiMPしE AVERAGE(%〉 ��W∈IGHTEDAVERAGE(%) 

1004Impo巾s ��1絢5I同po直s ��1翰6Impo青8 

Wei9h( ��Weigh( ��Weigh( 

GTAP �Desc巾ption �M干N �M構トMFN �M「N �NαトMFN �MFN �NαトM「N �M「N �NαトM「N 

24 �Suqa「 �103 �20、0 �na �na �na �∩∂ �na �[a 

25 �Foodp「OducIs ∩.e、C、 �5、5 �19.2 �0.3 �十1 �0、3 �1、3 �0.5 �1.9 

26 �Beve「ageand 10bacc○ P「Oduc(S �16.8 �920 �2音8 �181 �4.5 �22.1 �2、2 �17音4 

27 �丁e洲es �103 �551 �6、7 �63音8 �9子ら �582 �44 �38、5 

28 �Wea而9 appa「el �13、4 �68、9 �135 �56、4 �13、1 �52-5 �14-3 �58.0 

29 �Leather P「Oduc(S �5-6 �33.0 �11.9 �46.3 �9音2 �28-4 �8.4 �22、8 

30 �Woodp「oduc(S �2.1 �294 �つ.〕 �387 �3.5 �389 �3.5 �373 

31 �Pape「「oduc(S、 PUb=calions �十3 �22.7 �09 �21.9 �0.3 �4.1 �工6 �25、4 

32 �Pe(「Oleum,COal P「Oduc(S �1.3 �8-6 �[a �na �0-0 �4。3 �na �na 

33 �Chemical, rubbe「,Plastic p「Oduc(S �4、3 �30、3 �5.3 �24音5 �6音4 �25-1 �30.8 �49.6 

34 �M高e「al P「Oduc(SneC �4.3 �41音6 �4.1 �42音4 �3,6 �40-2 �3、8 �40.4 

35 �Fer「ousmetals �3音7 �21.5 �[a �na �na �na �na �na 

36 �Metaisn.e,C. �30 �28。0 �0-0 �0.0 �0.0 �01 �00 �十1 

37 �Meta恒「Od]CtS �3.6 �38、9 �na �na �3-3 �43.4 �45 �45.0 

38 �Motorvehicles andparts �5∴2 �18.9 �na �[a �na �na �〔a �na 

39 �丁話「印∩ qu仰℃n川.e.C. �3。0 �28.4 �na �na �na �na �2、8 �28.3 

40 �Elect「onlC equIPment �2-8 �34.0 �21 �35.0 �na �na �4.1 �368 

41 �Ma伽neγa雨 �29 �37.6 �3.0 �35.7 �1、8 �461 �2.4 �30∴1 

42 �Manufactu「es n-e.C. �3-8 �46。7 �50 �47.7 �5-6 �397 �工)∴1 �40.9 

丁olaI �49 �35-0 �1音9 �8.7 �子ら �62 �4音7 �1十き 

Sc脇瀞・Fukase ∂nd MaH/n,ねb/e 2, P 5

NoIc

. In mo筆圧a、eS,.一一arn thc wcIgh-Cd dVerageS mCan the zlb篤nce o白radc.

Somc ‘m*’「c「lect、車CelflC’tzl「汗f¥ f(、「 WhiCh ad valo「em cqulValen=a「lff

「a(eゝ a「C nOl a¥.alldblc ln Aree and Tdyior¥ dalawhee上

・ N。 11肌-、購-用、ed 「「om -he o「世間1 1exl
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As presented in Table 12, When Vietnam was to be g「ant-

ed the MFN status, the tota=a「iffs imposed on Vietnam’s

exports to united States would be reduced什om 35% to 4・9%・

among which the tariffs applied to Vietnam’s maJOr eXPOrtS tO

the US like apparel and textiles would be reduced from 68.9%

to 13.4% and from 55.1% to 10.3% respectively.

Despite the present hlgh tariff rates’the export volume

from Victnam to the United States has been smCe the l誼ing

of the US embargo rapidly increasmg and reached a tenfold

higher within a period of five years from US$50 mlllion in

1994, the year the United States冊ed its trade embargo

against Vietnam, tO US$500 m皿on in 1998' and three years

since President Bi‖ Clinton announced the nomalization of

dipIomatic relations with Vietnam (恥ble 1 3).

Table 13: JS-Vietnam t「ade 「eIations ($ m冊on)

1993 �1994 �1995 �1996 �1997 �1998 

VIetnam’sexports¥oUSA �0.00 �50.15 �193.96 �319.07 �425.51 �500.00 

Vietnam’simportsf「omUSA �6.92 �172.22 �252.86 �616.04 �817.23 �250.00 

Tota=「adetu「nove「 �6.92 �222.37 �446.82 �935.11 �1。242.74 �750.00 

動m執・VER, Feb. ‘999, 7at)/e 3′ p・ 17’and Stand/ey Foundat/On, P 42

The development of Vietnam,s expor[s to United States is

reflected in Table 14 in which two main charac{eristics are

presented. Firstly, agricultural and marine products occupy a

large share in total exports of Vietnam to the United States

and concentrate mostly in a small number of commodities・

they are not yet diversified. In 1994, for instance, ten largest

items in the 6-digit Hamonized System・ aCCOunted for
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